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We publish in this issue the Budget Speech of 
the Chancellor of the Exchequer in so far as it 
concerns matters which are of more particular 
interest to the accountancy profession. The 
realised surplus of £28,786,000 for the past year 
is not to be used in reduction of the National 
Debt as it usually is, but applied in relation to 
the Defence Estimates. It was considered that 
it would be anomalous to pay off debt with one 
hand while borrowing with the other. The 
estimated expenditure for 1938-39 amounts to 
the huge total of £944,398,000 and the Chancellor 
was faced with a shortage of income of about 
$30,000,000. The bulk of this he proposes to 
obtain by an addition of 6d. to the standard rate 
of income tax. The increased rate of tax came 
'o most people, we believe, as something of a 
Surprise, Sir John Simon appears to think that 
the relief he proposes to give by increasing the 
additional wear and tear allowance on plant and 
machinery from 10 to 20 per cent. will, in the 
‘asé of manufacturing concerns, be sufficient to 
counteract the extra 6d. on the rate, but this 


of taxable income at the present rate of one-third 
of 5s., namely, 1s. 8d. To the larger incomes the 
reduction will be of less relative importance. 
After allowing for these concessions it is estimated 
that the extra 6d. of tax will bring an additional 
income of £22,250,000 and the balance required 
is to be found, as to £5,000,000 by an additional 
duty of 1d. a gallon on petrol, heavy oils and 
power alcohol, and as to £2,750,000 by an 
additional duty of 2d. a pound on tea. 

The increase of Income Tax to a figure exceeding 
5s. raises a difficulty with regard to deductions 
of Schedule A tax by tenants, because 5s. 6d. 
in the £ will represent more than one quarter’s 
rent. Tenants are accordingly to be allowed to 
postpone for another quarter the payment of 
the excess over 5s. and to deduct it from the 
next quarter’s rent, thus avoiding their being 
out of pocket in respect of the tax. 


There are also provisions for preventing tax 
avoidance in connection with trust settlements, 
which will apply for sur-tax purposes for the year 
1937-88. The device by which tax is avoided 
by settlement trustees granting loans to the 
settlor is to be stopped by treating loans from 
undistributed income of the settlement as income 
of the settlor for tax purposes. This will apply 
to past and future settlements, but only with 
respect to loans after the beginning of the current 
year. Tax avoidance by revocable trusts is also 
to be stopped. 

The provisions of sect. 18 of the Finance Act, 
1986, which relates to the formation of one-man 
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companies abroad for the purpose of avoiding 
taxation are likewise to be strengthened. The 
proposed amendment apparently has reference 
mainly to the proviso of the section which at 
present states that it shall not apply if the in- 
dividual concerned can show that the transfer 
abroad of assets was effected mainly for some 
purpose other than that of avoiding liability 
to taxation. 

In addition, amendments are proposed whereby 
the income of the estate of a deceased person 
during the period of administration will be 
treated as the income of the beneficiaries, whether 
residuary legatees or life tenants, to the extent 
that it is distributed to them. At present the 
income of the estate is treated as the income of 
the executors, and not that of the beneficiaries, 
until such time as the administration of the estate 
has been completed and the residue ascertained, 
with the result that for income tax purposes any 
distributions to the beneficiaries during that 
period are not treated as income in their hands 
but as capital. These alterations will over-rule 
the recent decision of the Court of Appeal in the 
case of Rev. Lionel Corbett v. Inland Revenue. 
It will also prevent the avoidance of sur-tax 
liability by the deliberate prolongation of the 
administration of an estate. 


In July next Incorporated Accountants from 
all parts of the country will gather together to 
take part in the University Course. This biennial 
course is by common consent one of the most 
successful features of the Society’s activities 
introduced in recent years. This year the 
scene will shift from Cambridge to Oxford ; 
Caius will be replaced by New College; the 
Cam will give way to the Char. In New College. 
which, paradoxically, is one of the oldest of Oxford 
Colleges, Incorporated Accountants will be able 
to enjoy a few days’ complete respite from the 
stress and strain of day-to-day professional life. 
There will be provided the opportunity to hear in 
New College Great Hall, some of the best authori- 
ties on advanced accountancy problems dealing 
with these matters, and afterwards to discuss and 
criticise and add a contribution to the sum-total 
of accountancy knowledge. There will be the 
leisure for that free interplay of ideas which 
accountants sometimes lack, and to which no 
atmosphere could be more conducive than the 
serenity of Oxford. 

But as those know who took part at Caius in 
1984 and 1986, life at a University Refresher 
Course is far from being entirely work. Mornings 
will be devoted to lectures and discussions, but 


the afternoons will witness a general exodus 
to river, golf course, tennis court or cricket 
field. Incorporated Accountants will do well 
not to miss this opportunity of refreshing both 
mind and body and will be well advised to 
reserve the dates, July 13th to July 17th, for 
attendance at the course. 

Sir Stephen Killik, who was one of the select 
number of those holding the distinction of 
Honorary Membership of the Society of Incor- 
porated Accountants, passed away on Easter 
Sunday at the age of 77. Sir Stephen was a 
well-known figure in the City of London. He was 
Lord Mayor in 1934-35, the Society’s Jubilee 
Year, and prior to his appointment to that 
important position he did much valuable work 
for the City Corporation. Fuller particulars of 
his career appear in our Obituary columns. 


In connection with the affairs of Odham’s 
Press Limited, a claim was made that a loss of 
about £3,000 made by a subsidiary company 
should be allowed as a deduction in arriving 
at the income tax assessment of the holding 
company, on the ground that a similar amount 
was due to the holding company by the subsidiary 
company and that it arose out of a_ trading 
transaction. For the Crown it was contended 
that the loss was not connected with the trading, 
and Mr. Justice Lawrence, in disallowing the 
claim, held that the amount in dispute was money 
placed into a subsidiary company for the purpose 
of supporting that company and was not wholly 
and exclusively laid out for the purpose of the 
trade. Accordingly, it was not admissible as 
a deduction for income tax purposes. 

A suggestion has been put forward embodying 
a scheme for the assessment of trading profits 
under Schedule D on the basis of the profits of 
the “current year.” The idea is that a return 
should in the first instance be made on the basis 
of the profits of the preceding year and an assess- 
ment made on the basis of that return. This, 
however, would be provisional only and subject 
to increase or decrease to correspond with the 
actual profits of the current year when ascer- 
tained. Such ascertainment would take place 
when the next return of income was made. The 
result would be that the taxpayer would ulti- 
mately bear tax on the actual income of the taxable 
year, but it is obvious that he might first have 
to pay tax on a larger amount and afterwards 
recover the difference. From the point of view 
of the Inland Revenue there is also the obvious 
objection to the course suggested that it wo 
be more difficult to estimate for Budget purpose 
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the amount of income likely to be derived from 
income tax sources. 


The position of a legatee of shares which are 
subject to a charge was discussed in the case 
of In re Turner, deceased; Tennant v. Turner. 
A testator bequeathed to his wife 10,000 ordinary 
shares in a limited company in which he held 
about 140,000 ordinary shares. At the date of 
his death he owed the company about £24,000, 
and as his shares in the company constituted 
practically the whole of his assets the executors 
had no means of paying the debts and legacies 
except by realising the shares. 

The company’s Articles included a provision 
which, in the opinion of Mr. Justice Simonds, 
(based upon the decision in Re General Exchange 
Bank) gave the company an equitable charge on the 
shares in respect of the debt due by the testator 
at the date of his death. The debt was duly 
discharged by the executors, and the question 
then arose as to the position of the widow. 
His Lordship held that the provisions of sect. 35 
of the Administration of Estates Act, 1925, made 
it clear that in the circumstances the widow was 
liable to discharge a proportionate part of the 
debt. 

Is it the duty of trustees to make an apportion- 
ment between a life tenant and a remainderman 
upon the sale of an investment cum div.? We 
teferred in these columns in December last to the 
case of In Re Winterstoke’s Will Trusts ; Gunn v. 
Richardson, in which Mr. Justice Clauson decided 
that the trustees would be committing no breach 
of trust if they acceded to the claim of a deceased 
life tenant’s executors for a proportion of the 
proceeds of realisation of investments repre- 
senting the income accrued from the date of the 
last dividend up to the date of the death. 

In connection with the same point there 
has now come before the Courts in Re 
Firth, deceased; Sykes and Another v. Hall 
and Others, an application by trustees for 
directions in a case where a testator died in 
1922 leaving the residue of his estate in trust 
for his widow for life and afterwards to a number 
of beneficiaries absolutely. The widow died in 
1987 and at that date the residue was represented 
by anumber of investments including Government 
and similar stocks bearing a fixed rate of interest ; 
debenture and preference shares the income on 
which in some cases was not in arrear and in other 
‘ases Was in arrear; and ordinary or deferred 
‘tocks and shares the dividends upon which could 
dot be ascertained until they were declared. 


It was necessary to sell some of the investments 
for the purpose of paying death duties and the ques- 
tion arose as to the apportionment, if any, to be 
made having regard to the decision in the 
Winterstoke case. Mr. Justice Farwell pointed 
out that the difficulties of following the course 
adopted in that case was considerable—in some 
cases almost insuperable—and that it was obvious 
the rights of the parties could not be dependent 
upon the extent of the difficulties involved. 
Finally, His Lordship held, following the decision 
of Mr. Justice Stirling in Bulkeley v. Stephens, 
that while there might be special circumstances 
in special cases which would justify the 
making of apportionments, in the absence 
of such special circumstances there was no 
ground for departing from the long established 
practice of not making apportionments of the 
proceeds of investments sold cum div. 


ae 


The question of what constitutes residence in 
this country for Income Tax purposes is frequently 
one of considerable difficulty. This is illustrated 
by the recent case of F. E. Withers (Inspector 
of Taxes) v. Miss Diana Wynyard. In the course 
of the exercise of her profession as an actress, 
Miss Wynyard, who is a British subject, entered 
into a contract to act in America with the result 
that she was admittedly not resident for Income 
Tax purposes in the United Kingdom during the 
year 1932/33. She claimed that she was similarly 
not resident for the year 1933/34, although during 
that year she was the owner of a furnished flat, 
which she had unsuccessfully tried to dispose of, 
and was in this country for a period of 3} months 
during part of which time she was professionally ° 
engaged. 


The matter came before the General Commis- 
sioners, who decided that she was not resident in 
this country for the year 1933/34, and the Crown 
appealed. On behalf of the Crown it was stated 
that there was on record no case where a person 
who had lived in his own country and carried 
on his business here had not been found to be 
resident here, and that the Inland Revenue were 
startled by the Commissioners’ decision. In the 
course of his judgment, Mr. Justice Lawrence 
stated that it was unnecessary for him to say 
whether or not he would have arrived at the 
same decision as the Commissioners, but he was 
of opinion that there was evidence upon which 
they could come to their decision. Residence 
was a question of fact, and as there was no 
mistake of law the findings of the Commissioners 
must stand. The appeal of the Inland Revenue 
was accordingly dismissed. 
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CONSIDERATION OTHER THAN 
CASH. 


In re White Star Line Limited the Court of 
Appeal considered recently the important pro- 
blem of the liability of a shareholder who gives 
a consideration other than cash in payment of 
a call, 

In June, 1982, the Court sanctioned a scheme 
of arrangement between the White Star .Line 
and its shareholders and creditors. At that date 
the liquidator of the Royal Mail Steam Packet 
Company was indebted to the White Star Line 
in respect of calls on shares held by the Royal 
Mail Company, the calls with interest amounting 
to £793,012. Under the scheme of arrangement, 
the Royal Mail Company issued to the White 
Star Line documents described as “ deferred 
creditors’ certificates.” These certificates were 
unsecured, but they took the place of the 
liability of the Royal Mail Company to the calls 
made in respect of the White Star shares. In 
other words, under the scheme the White Star 
Line no longer had the right to enforce immediate 
payment of the call, but were entitled only to 
payment in accordance with the terms of the 
deferred creditors’ certificates. 

In the liquidation of the White Star Line, the 
Royal Mail Company sought to prove for a debt 
of £2,750,000 due to the company under a con- 
tract. Now it is an established principle that 
where the creditor of a company in liquidation 
is also a member of the company, he cannot rank 
for dividend in respect of his claim as creditor 
until he has paid to the liquidator any calls 
made on his shares ; nor can he set off the calls 
against his claim. It followed, therefore, that if 
the Royal Mail Company was still liable to the 
White Star Line for the calls due in June, 1982, 
the debt of £2,750,000 was not entitled to rank 
for dividend. The liability of the Royal Mail 
Company was, however, a matter of dispute. 
It was argued that since the deferred creditors’ 
certificates had been issued and accepted, in lieu 
of the money payable on the call, the Royal Mail 
Company’s liability to the call had been extin- 
guished by accord and satisfaction. If this was 
so, the debt of £2,750,000 was entitled to rank 
for dividend. 

In re E. J. Wragg, Limited (1897), it was ruled 
that a call might be paid in money or money’s 
worth, and in Ooregum v. Roper (1892), it had been 
held that a payment was an effective payment in 
money’s worth if the consideration given was 
something bona fide regarded by the parties as 
fairly representing the sum discharged. On the 
other hand, it is clear that if the consideration 


is colourable or illusory, liability will not be 
discharged. Each case has, therefore, to be 
judged upon its merits. Where, for instance, 
investments are transferred to a company in 
discharge of a call, if the company is bona fide of 
the opinion that the investments are fairly worth 
as much to it as the money called for, the liability 
for the call will be discharged. Similarly, where 
any other form of asset, a patent for example, is 
made over to a company in lieu of cash, and the 
company agrees to accept the asset in settlement 
of a call, it has to be determined in each case 
whether the consideration is genuine or colour. 
able. 

The type of case under consideration must 
not be confused, however, with those cases in 
which shares are allotted for a consideration other 
than cash. Where such an allotment is made, 
particulars of the consideration will appear in 
the contract which must be filed with the return 
of allotments, thus giving necessary information 
to persons who examine the file. In such cases 
the adequacy of the consideration cannot be 
challenged by a liquidator. Where a business is 
converted into a company, for instance, fully 
paid shares are frequently allotted as consider- 
ation for goodwill, although in many cases the 
true value of the goodwill is problematical. The 
liquidator cannot, however, in such cases treat 
the shares as not fully paid. Where, however, 
shares have been allotted for cash, and subse- 
quently upon the making of a call some consider- 
ation other than cash is offered to and accepted 
by the company in discharge of the call, the 
liquidator may challenge the validity of the 
discharge. It is in this type of case that the Court 
will consider whether the consideration accepted 
by the company is genuinely regarded as fairly 
representing the sum discharged or is illusory. 

Each of these cases must of necessity be judged 
upon its merits. In the White Star case the Court 
of Appeal took the view that money’s worth had 
not been received by the company in discharge of 
the call made on the Royal Mail Company. They 
held that the deferred creditors’ certificates had 
not been accepted in payment of the call ; but 
as the best that could be saved out of the wreck 
of the Royal Mail Company’s finances. The 
transaction was in effect a release by the Royal 
Mail Company from a liability they could not 
meet in consideration of a limited obligation 
undertaken by them less onerous than the oblige 
tion to pay ; and as was pointed out in re E. J. 
Wragg, where a money value less than the fac? 
value of the sum to be paid up is placed on the 
consideration, the fact that the shares are 
fully paid is obvious. The Royal Mail Compaty 
was not, therefore, entitled to rank for divide 
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in respect of its proof for £2,750,000 except on 
the footing of paying in cash such calls as might 
be made by the liquidator of the White Star 


Line. 


TAX ON FOREIGN INCOME IN 
DEFAULT. 


TAXATION under Schedule C does not often 
cause difficulty. Within its scope falls income 
payable in the United Kingdom out of any public 
revenue. The tax is assessed on the paying agent 
in the United Kingdom, who pays it on behalf 
of the person entitled to the income and recovers 
by deduction what he has paid. So, in the 
normal example of the holder of a security for a 
loan issued by the British Government or a 
foreign state, the system operates smoothly and 
simply. 

Problems have lately arisen on the liability to 
tax when a foreign government makes default 
in paying interest on bearer bonds, with the 
consequence that the coupons for interest are 
detached and sold, for whatever price they will 
fetch, to a coupon dealer. Commissioners of 
Inland Revenue v. Paget, in which the Court of 
Appeal gave judgment in January last, two 
months after hearing the arguments, was a case 
of this type. Miss Paget, the tax payer, had 
bonds of two descriptions, some issued by the 
Government of Jugoslavia and others by the 
City of Budapest. Both kinds, being bearer 
bonds, had appended to them coupons for 
interest. The places of payment are to be noticed. 
For the Jugoslavian bonds it was New York, 
the currency named being dollars. The bonds 
from Budapest, on the other hand, were payable 
in London in sterling, but with the option of 
payment in other places. Default was made in 
paying interest on both loans. 


A temporary Hungarian law forbade the interest 
to be paid except in pengoes deposited at a 
Hungarian bank. The Kingdom of Jugoslavia 
gave its creditors a choice. They could have 
payment in cash in dinars in Belgrade, or they 
could adhere to payment in dollars, but if so it 
would not all be cash, part would be funded into 
bonds. Miss Paget sold all her coupons for 
current interest and the purchasers deducted 
tax at the standard rate from the prices they paid 
‘oher. Evidently, therefore, Miss Paget would 
be under the impression that she had paid tax 
at the standard rate and the dispute arose not 
over this, but over her liability for sur-tax. In 
making the assessment for sur-tax the Special 
Commissioners included the proceeds of the sale 


of the coupons. On appeal, the Special Com- 
missioners held that this was right so far as the 
Budapest bonds were concerned, as they thought 
they were bound by an earlier case to treat the 
bank as Miss Paget’s agent. They decided in 
favour of Miss Paget on the Jugoslavian interest. 
When the case was heard by Mr. Justice Finlay 
the Inland Revenue claimed tax alternatively 
under Case IV of Schedule D. His Lordship 
decided against the Revenue on both points, and 
the reasoning of the Special Commissioners on 
the Budapest loan was not afterwards pressed. 
Mr. Justice Finlay took the broad point that the 
price of the coupons was not income at all and 
therefore could not be income from foreign 
securities. The inference is that it could not 
be taxed under any head. In the Court of 
Appeal the weight of the argument was placed 
on Schedule C and most of all on the detailed 
rules of that schedule about coupon dealers. 
The decision of the Court did not rest on the price 
of the coupons not being income at all, and it is 
important to notice that the possibility of 
tax being imposed under Case III or Case VI of 
Schedule D was reserved. 


In Schedule C there are some general rules, 
followed by three sets of further rules. Which 
of these three sets applies to income depends on 
who is the agent through whom the income is 
paid. The first set meets the case where the 
paying agent is the Bank of England, the Bank 
of Ireland or the National Debt Commissioners. 
The second set of rules applies where some other 
person is the paying agent. The third comes into 
play when a public department pays income 
falling within the Schedule. Income from 
Budapest or Jugoslavia plainly falls within the 
second set of rules and it is to this that reference 
will be made. Schedule C is confined to income 
payable in the United Kingdom, but there may 
be an alternative right to have payment some- 
where else. It follows that there was an oppor- 
tunity of evading the ordinary means of collecting 
income tax under the Schedule by selling interest 
coupons to a dealer who would collect them 
abroad, the paying agent there being under no 
obligation to deduct British income tax. A 
similar plan would be to have coupons collected 
abroad by a banker or other agent. The enact- 
ment which is now Rule 7 put a stop to this 
practice. It mentions a number of people who 
might act as intermediaries in this way and, in 
particular, covers, in Rule 7 (d), “‘ Any dealer in 
coupons who purchases coupons for any dividends 
(save such as are payable in the United Kingdom 
only) ....” The exclusion of dividends which 
will only be paid in the United Kingdom makes 
plain the aim of the rules, namely, to prevent 

8 


pe ee 

1988 ooo EE EEE EE EE 
it be 
oO be 
ance, 
Ly in —_ _ 
ide of 
vorth 
|) i ____ 
where mens 
dle, is 
d the 
‘ment 
| case 
plour- 
must 
‘s the 
The 
treat 
vever, 
subse- 
sider- 
epted 
1, the 
f the 
Court 
epted 
fairly 
usory. 
udged 
Court 
h had 
irge of 
They 
5 had 
|; but 
wreck 

The 
Royal 
id not 
gation 
ybliga- 
E. J. 
e face 
on. the 
re not 
npany 
vidend 


264 


THE INCORPORATED ACCOUNTANTS’ 


JOURNAL. [May, 1938 


evasion by collection abroad. The rule says 
that a person coming within any of the descrip- 
tions comprised in it shall be treated as a person 
entrusted with the payment of dividends. The 
result is that he is directed to deduct tax and 
pay it on behalf of the persons entitled to the 
income. Counsel for the Crown said that this 
rule extended the scope of the charge in 
Schedule C, and had the result of turning the 
price of coupons into income within that Schedule. 
The Court of Appeal decided that this inter- 
pretation was mistaken. Rule 7, they said, did 
not itself impose a charge on any income. The 
income to which that rule related was the income 
paid abroad-—that is, the dividend itself. 

Rule 7 is an administrative enactment which 
makes it possible for the Treasury to have the 
income tax on the interest, although the usual 
system has for once failed. The Court men- 
tioned that the rule could not apply in any 
event to the Jugoslavian interest, because pay- 
ment of interest was restricted to America (or, 
after default, to America and Belgrade) and could 
not fall within Schedule C, not being payable in 
the United Kingdom at all. If the Court had 


decided in favour of the Revenue on the principal 
issue this reasoning would not have been valid, 
because the income taxed would on that sup- 
position be the price of the coupons, not the 
interest, and so would be payable here. The 


Court thought, too, that the interest on the City 
of Budapest loan was not payable out of public 
revenue. 

A word may be said on Schedule D, Case IV. 
The Crown, on the appeal, did not press so 
strongly the applicability of this Schedule. The 
Court agreed with Mr. Justice Finlay that Miss 
Paget could not have been assessed directly, 
because the money she received was not income 
arising from a foreign security but the price 
paid for the possibility of receiving income of 
that sort, which was a different thing. The 
Crown had argued, chiefly so as to bring the 
City of Budapest loan within their earlier 
reasoning. that the interest fell under Case IV 
as it was taxable by deduction under the rules of 
that Case, which incorporate the rules of Schedule 
© when income is payable in the United Kingdom 
out of the funds of a foreign company, society, 
adventure or concern. When the main argument 
had failed, this argument failed with it, as it, 
too, depended on the construction of Rule 7 (d) 
of Schedule C. It failed for the additional reason 
that neither a Kingdom nor a city can be called 
a company, society, adventure or concern. 

Leave has been given to the Crown to appeal 
to the House of Lords. Meanwhile, the price 
received on the sale of coupons for foreign interest 


— 


in default is not liable to tax under Schedule ¢ 
or under Schedule D, Case IV. It may possibly 
be liable to assessment under Case VI, but it 
is hard to see how Case III can apply. It should 
be borne in mind that even if deduction is not 
authorised, a point which has not been left very 
clear, the price paid will be the same as if a 
deduction were being made, because in fixing 
the price of interest coupons a buyer will take 
into account his liability to pay income tax on 
behalf of the person ultimately entitled. The 
chief importance of the decision, however, is in 
relation to sur-tax. 


INCORPORATED ACCOUNTANTS’ 
COURSE, OXFORD, 1938. 


By kind permission of the Warden and Fellows, 
a Course for Incorporated Accountants will be given 
at New College, Oxford, from Wednesday, July 13th, 
to Sunday, July 17th, 1938. Mr. Walter Holman, the 
President of the Society, will preside at the course. 

The subjects to be dealt with will be of an advanced 
character. The general purpose is to enable those 
attending to keep in touch with recent developments 
in the practice of accountancy, and to extend their 
professional knowledge. The Course offers special 
educational facilities to members who have qualified 
in recent years. 

The following programme has been arranged, and 
cach lecture will be followed by a general discussion 
or discussion in small groups. 


WEDNESDAY, JULY 13TH. 

Members attending the Course are asked to arrive 
in Oxford during the afternoon or evening. 
Opening Meeting. It is hoped The 
Warden of New College (The Right Hon. 
H. A. L. Fisher, O.M.) will be present to 
welcome the members. Response by the 
President of the Society of Incorporated 
Accountants. 


9 p.m. 


Tuurspay, JuLY 147TH. 

9.15 a.m. “The Audit of Private Companies and 
Private Concerns.’ Lecture by Mr. ©. 
Percy Barrowcliff, Incorporated Account- 
ant. 

“The Effect on Auditing of Machine 
Accounting.” Lecture by Mr. R. ». 
Barnett, Incorporated Accountant. 


11.15 a.m. 


Fripay, JuLy 157TH. ; 
9.15a.m. “ National Finance.’ Lecture by Mr. ». 
F. Hall, M.A., Director of the National 
Institute of Economic and_ Social 
Research (formerly Professor of Political 
Economy in{the University of London). 


“The National Defence Contribution.” 
Lecture by Mr. H. E. Seed, A.C-A» 
Incorporated Accountant. 
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Dinner to be given in the College Hall, 
at which official guests will be enter- 
tained. 


7.30 p.m. 


SATURDAY, JULY 167TH. 

915a.m. ‘The Organization of an Accountant’s 
Office.” Lecture by Colonel R. C. L. 
Thomas, M.C., T.D., D.L., Incorporated 
Accountant. 

11.15a.m. “The Conduct of Investigations.” Lec- 
ture by Mr. W. G. Lithgow, Incorporated 
Accountant. 


8.30 p.m. Final Meeting. 


SUNDAY, JULY 177TH. 


10 a.m. 
(by kind permission of the College). 


Members attending the Course will reside in College, 
except women members, for a limited number of whom 
permission has been given for residence in the College 
Hostel (Saville House). Meals will be taken in the 
College Hall. 

Arrangements will be made for tennis, golf and 
swimming, and there will be a cricket match on the 
College ground. 

The inclusive fee for the Course is £4, and covers 
lectures, all meals (except afternoon tea), gratuities 
and residence from Wednesday afternoon, July 13th, 
to the afternoon of Sunday, July 17th. For those re- 
maining until Monday, July 18th, there will be an 
additional charge of 10s. 

The programme and forms of application will be 
issued to members of the Society early in May. 

It is requested that applications should be sent to 
the Secretary of the Society of Incorporated Account- 
ants at Incorporated Accountants’ Hall, not later 
than Friday, June 10th, 1938. 


— 
— 


QUESTION IN PARLIAMENT. 


Nominee Companies. 

Mr. GaLLacner asked the President of the Board 
of Trade if he was aware that the provision that the 
name of the real holder of shares in a limited liability 
company should appear with his address in the records 
at Somerset House was now violated by the device of 
registering shares in the name of a nominee company ; 
and if he could assure the House that he would take 
early steps to amend the Companies Act to prevent any 
further extension of this practice ? 

Caprain Wauiace (Parliamentary Secretary, Board 
of Trade): There is no legal requirement that the name 
of the beneficial owner of shares in a limited company 
shall be entered in the Register of Members, and indeed 
sect. 101 of the Companies Act, 1929, provides that no 
notice of any trust, express, implied, or constructive, 
shall be entered on the Register or be receivable by the 
“egistrar of Companies registered in England. Any 
liability or obligation attaching to a share falls to be met 

y the person in whose name the share is registered. 

point has, however, been noted for consideration 


fn the amendment of the Companies Act is under 
review. 


Service in the Chapel of New College 


THE BUDGET. 
THE’ CHANCELLOR’S SPEECH. 

Below is the text of Sir John Simon’s speech in 
introducing the Budget so far as it relates to matters 
which are of more particular interest to the account- 
ancy profession. In the first part of his speech the 
Chancellor stated that there was a substantial surplus 
of £28,786,000. Such surplus, he said, ordinarily went 
to the National Debt Commissioners for the reduction 
of past debt, but it would be absurd to pay off debt 
with one hand while borrowing with the other. The 
section of the Defence Loans Act of last year provided 
that this surplus would play a part in future arrange- 
ments somewhat different from that which ordinarily 
occurred. After explaining the results of the different 
sources of income in the past year and other matters, 
Sir John Simon continued : 


EXPENDITURE TO BE MET. 

I have reached the conclusion that I must provide 
a sum of £10,000,000 as a margin for Civil Supple- 
mentary Estimates. I therefore give the Committee 
the total expenditure which I estimate I shall have to 
face this year. Excluding the £90,000,000 already 
appropriated from borrowed money for Defence, the 
total to be met is £944,398,000—that is £81,500,000 
more than last year’s Budget estimate. ‘ 

Before working out how much, at present rates of 
taxation, will be forthcoming to meet this total of 
£944,000,000, I must make a slight diversion, and it 
will be convenient to indicate certain alterations in 
the law relating to taxation which I have to propose. 
The most important of them are directed to securing 
that taxation at its existing level will yield its full 
fruit to the Exchequer. In the estimates which 
I shall be giving later on of the yield of taxation at the 
existing level I shall include the effect of these pro- 
posed changes. First, I will deal with tax avoidance, 
which I should define as the adoption of ingenious 
methods for reducing liability which are within the 
law, but which none the less defeat the intentions upon 
which the tax is founded. Legislation of recent years, 
as for example the provisions in the Finance Acts of 
1936 and 1937, in relation to one-man companies at 
home and abroad, and the children’s educational 
trusts, has done a great deal to counter certain forms 
of avoidance, but though I have seen some very 
exaggerated estimates of the extent of tax loss still 
involved, the evil persists in various novel forms, and 
I am going to make some important proposals to deal 
with them. The subject is very difficult, complex and 
technical, and it would be better examined in detail 
at a later stage, but I must table a number of resolu- 
tions this afternoon, and the Committee, I think, 
will wish to have a short description of the new pro- 
posals I have in mind. 


Tax AVOIDANCE. 
On the Third Reading of the Finance Bill last year 
I referred to one form of avoidance, namely, the 
misuse of revocable or accumulating trusts, and I gave 
warning that in this year’s Finance Bill legislation 
would be introduced with retrospective effect to deal 
with it. This particular device makes use of the legal 
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machinery of trusts and settlements in order to take 
income out of charge to surtax, while the individual 
still preserves such a control or call over it as enables 
him to retain its ultimate enjoyment. If the individual 
can get back the benefit for himself merely by revoking 
the arrangement without the consent of anybody else, 
then the arrangement under the existing law is 
ineffective for the purpose of reducing his tax liability. 
So he is careful in these cases to provide that the 
revocation can take place only with the consent of 
some other person. But by nominating some accom- 
modating friend who will be prepared to give his con- 
sent whenever he is asked, he can evade the tax while 
getting back the benefit. This must be stopped. 

I propose, therefore, that in the case of all trusts 
and settlements the income arising should be treated 
as the income of the settlor for income tax purposes— 
and this includes surtax—if the terms of the settlement 
provide any power of revocation whatever by the 
exercise of which the settlor might become entitled to 
the beneficial enjoyment of the income. I propose, 
secondly, that, if the terms of any settlement—there 
must be an exception in the case of settlement of the 
nature of a marriage settlement—are such that the 
funds of the settlement may revert to the settlor in 
the future on any contingency, the income of the 
settlement, in so far as it is accumulated by the 
trustees, shall be treated as the income of the settlor. 
These two proposals will apply to all settlements, 
existing and future, and_as regards existing settle- 
ments they will take effect for surtax purposes for the 
year 1937-38, thus having the retrospective effect of 
which I gave due warning last year. They are founded 
on the principle, which, I think, the whole Committee 
will agree is just and reasonable, that income which 
may be within the power of an individual to enjoy 
should be treated as his income for the purposes of 
income tax and surtax as if he were actually in 
receipt of it. 

There are two more proposals on this topic to which 
I attach importance. One deals with the device 
under which the settlor is enabled to enjoy the income 
of a settlement, without paying tax upon it, by 
way of loans made to him by the trustees. A loan is 
not income. It is, first, a debt, but if it is a debt 
that you never have to repay then it is more con- 
venient than income, because it does not pay income 
tax. I propose to treat loans from the undistributed 
income of the settlement as the income of the settlor 
for tax purposes. This proposal will apply with 
respect to past and future settlements, but only 
with respect to loans after the beginning of the cur- 
rent year. Another proposal which will apply to 
future settlements is that in computing the indi- 
vidual’s total income for surtax purposes, no deduc- 
tion shall be allowed in respect of any annual payment 
which he may make under the terms of the settle- 
ment, if the income represented by that annual 
payment is not paid out by the trustees, but is accu- 
mulated in their hands. 

My next proposal in regard to the avoidance of tax 
is to strengthen the provisions of sect. 18 of the 
Finance Act, 1936. That section deals with the avoid- 
ance of tax by way of the formation abroad of one- 


man companies, and so forth. It provides that where 
an individual ordinarily resident in this country has 
transferred assets abroad, with the result that income 
is receivable by some person abroad, but the indi- 
vidual, that is, the man here, retains the power to 
enjoy that income, the income of the person abroad 
shall be treated for income tax purposes as the income 


of the individual at home. That is simple and clear, 
but there is a proviso in the section. The section does 
not apply if the individual can show that the transfer 
abroad was effected mainly for some purpose other 
than the purpose of avoiding liability to taxation, 
I am very much struck with some of the excuses that 
have been offered to prove that the avoidance of 
taxation is not the main purpose of such transfers, 
For example, there was a case not so long ago where a 
taxpayer escaped surtax by forming a one-man 
American company, transferring a large sum to it and 
receiving from it shares which never paid any divi- 
dend. When he was challenged he explained that he 
had formed the company because he was afraid of 
what a Labour Government in this country might do 
with his property. 

Mr. GALLACHER : One of your own supporters. 

Sir? J. Simon: Could there be anything more fan- 
tastic than that ? His main motive, so he explained, 
was not to avoid tax. I hope the Committee will 
agree with me that if that is the way the law works 
it needs strengthening. Where the circumstances are 
such that avoidance of taxation is the purpose of the 
arrangement, I do not consider that the transfer 
should be allowed to effect that purpose and reduce 
liability:to taxation. These proposals, which are the 
result of much close examination by my expert 
advisers, will, I believe, contribute a great deal to- 
wards the stopping of tax avoidance. I regard the 
whole subject as a very important one, not only 
because there may be substantial amounts involved, 
but because the benefit which one man may get from 
escaping tax which his income would normally have 
to pay, necessarily involves putting an additional 
burden on others. 

I must put in a word for the vast majority of those 
who come under direct taxation. It is not true 
that they resort to any such devices. These devices are 
resorted to by the few. The great majority accept 
the full and natural burden and discharge it without 
any effort to avoid it. We as a nation are entitled to 
take pride in the general standard of ethical perform- 
ance of the taxpayer’s duty which prevails in this 
country. The House of Commons should do its 
utmost to secure that the actual burden as between 
two individuals in the same position should be equally 
spread. I intend to continue to keep a close watch 
on this subject, and I have taken measures to ensure 
that any developments will be kept closely under 
review, so that if methods of avoidance emerge which 
are not already sufliciently or effectively dealt with, 
further measures for their suppression may be 
promptly devised and put into execution. In view 
the warning which I am now giving, the would-be 
avoider must reckon with the possibility that these 
measures may be so arranged as to operate with 
retrospective effect. 
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IncomME Tax Law CHANGES. 

In addition to these proposals for dealing with the 
avoidance of tax I have to mention some amendments 
of income tax law which are necessary to complete 
the system in places where it has been found to be 
deficient. The full explanation will be given when 
the Finance Bill is introduced, but inasmuch as they 
necessitate resolutions, I must give a brief statement 
about them now. First, as to income arising while an 
estate is being administered after the death of its 
former owner, that is, when the executors and the 
administrators are winding up the estate, I propose 
that the income arising to the executors during the 
course of the administration of the estate shall be 
treated for income tax purposes as the income of the 
life tenant or the residuary legatee, as the case may 
be in so far as the income is in fact paid over to the 
life tenant or to the residuary legatee. 

In the case of the life tenant this only confirms a 
long-standing income tax practice which, however, 
has been successfully challenged in the courts on the 
highly technical ground that the income remains the 
income of the executors even if it is being enjoyed by 
the life tenant. I think that if the life tenant enjoys 
the income he ought to pay tax upon it. In the case 
of the residuary legatee, where such payments have 
not been treated as containing any element of income, 
eases have arisen where the administration of an 
estate has been deliberately prolonged in order to 
avoid surtax. The executors, it may be, can con- 
tinue for some years on end to administer the estate, 
and no surtax can be attached to the income earned 
during that time. I shall invite the Committee to 


deal with this matter by treating the income of an 
estate during administration, so far as it is paid to a 
residuary legatee, in one form or another, as his 
income. 


CASHING OF COUPONS. 

The law needs amending in regard to the cashing 
ofcoupons. In a recent decision the Court of Appeal 
has held that the practice followed for the last 50 
years is not justified by the language of the existing 
Acts. I propose to redefine the law so as to make it 
clear that the validation of all coupons is within the 
ambit of the foreign dividends provisions in relation 
to deduction of tax, and that the proceeds constitute 
income of the recipient. This is an important 
matter not only from the revenue point of view but 
because banks and similar collecting agencies have 
habitually acted upon the assumption that I now 
propose to validate. ‘There will also be a provision 
that where interest is funded, the value of the funding 
bond will be treated as income. 

Other points in regard to which I propose to tighten 
the existing provisions of the law relate to the profit 
arising upon the sale of stock of trade, where a busi- 
hess has ceased—that is an income tax point—the 
avoidance of stamp duty by an abuse of the existing 
law in regard to company reorganisation, a matter to 
which the right hon. Member for Hillsborough (Mr. 
Alexander) was good enough to call my attention last 
year, and certain points relating to death duties, two 
of which involve an amendment of the legislation 
introduced in 1930 to check avoidance through the 


medium of companies. I have also to propose an 
amendment of income tax law relating to the assess- 
ment of the sinking fund business of insurance com- 
panies. I am proposing as well certain amendments 
of last year’s legislation dealing with National Defence 
Contribution, but [ would ask the Committee to wait 
for further details in the provisions of the Finance 
Bill. 
CONCESSIONS TO FILM TRADE. 

There are two minor matters in a different field. 
The first has to do with cinematograph films. I pro- 
pose to table a resolution relating to the reimportation 
of cinematograph films which have been exported 
after being printed in this country from foreign nega- 
tives. It has recently been suggested to me that 
additional employment could be secured for this 
country if foreign film negatives and sound tracks were 
admitted duty free for the purpose of producing posi- 
tives for exhibition in foreign countries. Every coun- 
try wants the talkie part of a film to be in its own 
language, but I understand that the combination of, 
say, an American film with a fresh sound track in 
French is highly technical work which cannot be done 
everywhere. Facilities exist for doing that over here, 
and they would be utilised if duty had not to be paid. 
I am proposing, therefore, to make arrangements by 
which the work may be done in bond, but it is neces- 
sary to provide that the positives so produced shall 
not be re-imported for exhibition over here unless the 
duty is paid either on the foreign negative or sound 
track, or on the positive ; this is what my proposal 
secures. 

I propose to take power to extend the currency of 
Saving Certificates of the first issue, thus bringing 
them into line with the subsequent issues. I must 
also mention the medicine stamp duties. A Committee 
of this House which considered this subject made a 
valuable report last year, but it has not yet been 
possible to arrive at conclusions on all the complex 
issues involved. It is my intention that a decision 
shall be reached before next year’s Finance Bill. 


ESTIMATES FOR 1938-39. 

After this lengthy but inevitable excursion into the 
winding and secluded backwaters of the law, I return 
to the main stream of my discourse. I come now to 
my estimate of the revenue on the existing basis to 
set against the total of £944,398,000 for which I have 
to provide. I will start with Customs and Excise. 
I feel justified in counting on some further expansion 
in the Customs and Excise revenue as a whole, 
although not at the same rate as in the last few 
years. The agreement just made with Eire, welcome 
as it is on the broadest grounds, means that I now lose 
over £4,000,000 a year previously produced by the 
Special Duties and the associated Import Duties Act 
duties on imports from that country. Were it not for 
that fact, I would put the increase in revenue from 
Customs and Excise to just under £5,000,000, as com- 
pared with the increase of £14,500,000 last year. 
I expect to get my main increases from beer, 
£1,250,000 ; tobacco, about £1,000,000; and oil, 
about £2,000,000. In view of the fall last year in the 
consumption of spirits, I must anticipate a further 
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decline in revenue under that head this vear, and I put 
the reduction at about £750,000. I also estimate a 
small decline of £100,000 in the sugar revenue. This 
decline is expected to occur owing to a larger supply 
this year of home-grown sugar, on which I receive 
less duty per ton than on foreign sugar. As regards 
tariff items, [ am expecting a slightly smaller yield 
from the imports under the Import Duties Act on 
account of the fall that has taken place in the general 
level of prices. Allowing for the loss of the Special 
Duties, £4,000,000 a year, my total estimate for 
Customs and Excise is £336,000,000. 


Income Tax YIELD. 

Now I come to Inland Revenue. I calculate that 
the yield of income tax in 1938 should reach 
£319,000,000, that is £21,000,000 more than the actual 
receipts in 1937. The rise last year of the profit level 
and the general level of incomes will considerably 
increase assessments under Schedules D and E. 
I should like here to express my acknowledgments to 
those trading concerns which have been good enough 
to furnish forecasts of their trading profits for my 
assistance in framing the income tax estimate. The 
yield of surtax I expect to reach £62,000,000, that is 
£5,000,000 more than the actual yield in 1937. The 
full effect of the growth of profits and incomes in 1937 
and of some of my proposals for preventing tax 
avoidance will not appear in the surtax yield until 
1939. * 

Deatu Duties. 

Although death duties yielded £89,000,000 in 
1937, I am afraid I cannot count upon a higher yield 
for 1938 than £88,000,000. The set-back in the price 
level of securities which took place last year, and 
which still persists, must depress the yield of taxation 
levied on capital values, and even though a recovery 
takes place, the effect of the lower price levels of 
securities now obtaining must result in a lowering 
of the yield for part of the year. If there is no recovery 
during the year it may well prove the case that the 
figure of £88,000,000 will be found to be too optimistic. 


SramMp DvTIEs. 

In the case of stamp duties, a more favourable esti- 
mate depends, of course, essentially upon a recovery 
in Stock Exchange activities. While there is every 
hope of it, I think it will be safer to relate the estimate 
to the actual yield of last year, and I accordingly put 
down for stamp duties a figure of £24,000,000. 


NATIONAL DEFENCE CONTRIBUTION. 

I expect the National Defence Contribution to yield 
£20,000,000 in. the current year. This is £5,000,000 
short of the estimate I gave twelve months ago of a 
full year’s yield. The reason is that it will not be until 
the third year that the profits coming under charge 
will in all cases represent the profits of a full year. 
The Committee will remember that the charge for 
National Defence Contribution runs from April Ist of 
last year, and that the assessment takes place after 
the conclusion of the accounting year of the business 
in question. More than half of the trading profits 
coming under charge belong to businesses which make 
up. their accounts. to the end of December, and, owing 


to the time lag that necessarily occurs between the 
end of the trading year and the actual collection, the 
yield in the December cases will generally, or fre- 
quently, fall into the following year. Of course, the 
smaller yield for 1938 will be made good later on, as 
even though the tax is to last only for five years it will 
continue to produce revenue which will come into the 
vear following its termination. 


GENERAL SUMMARY. 

Other Inland Revenue Duties—-Land ‘axes, 
Mineral Rights Duty, Excess Profits Duty, Corpora- 
tion Profits tax —I expect to yield in the aggregate 
£1,250,000. Thus my total estimate for all Inland 
Revenue Duties is £514,250,000. Motor Vehicle Duties 
I put at £36,000,000. Post Office net receipt is 
£8,670,000, which with £2,400,000 from the Post Office 
Fund makes the Post Office net Budget receipt 
£11,070,000. I put Crown Lands at £1,330,000, re- 
ceipts from Sundry Loans, £5,250,000, and miscel- 
laneous revenue £10,500,000. With the £336,000,000 
from Customs and Excise the total estimated 
revenue is thus £914,400,000. This falls short of the 
estimated expenditure by just under £30,000,000— 
actually £29,998,000— let us be grateful for the £2,000. 


PROSPECTIVE DEFICIT. 

I now approach the pinch of the matter. The result 
is that there is a gap of nearly £30,000,000 which has 
to be filled before the account for the year balances. 
The all-important question to be decided is whether 
the gap is to be closed by resorting to fresh taxation 
or by resorting to further borrowing. The prospective 
deficit is due to rearmament expenditure, to the carry- 
ing out year by year of the five-year programme an- 
nounced in February of last year, originally estimated 
to cost at least £1,500,000,000, but which in fact is 
going to cost a good deal more than that. It has from 
the beginning been said that this rearmament expendi- 
ture should not be financed entirely from taxes, and 
the Defence Loans Act of last year has already author- 
ised the borrowing of £400,000,000 for Defence pur- 
poses during the five years, Under that authority we 
have already borrowed £100,000,000. The balance 
remains to be raised from time to time when circum- 
stances are favourable for the purpose. So large @ 
borrowing is an immense operation, and one that must 
be carefully timed and spread. 

DEFENCE EXPENDITURE. 

What I have said will surely remind the Committee 
that it would be a mistake to imagine that this deficit. 
if it were to be met out of borrowed money, would 
call for fresh borrowing powers. Unexhausted borrow- 
ing powers are there, and the question is whether we 
can wisely and properly use borrowed money to fill 
this particular gap of £30,000,000. In order to form 
a proper judgment on that question there are three 
things which must be borne in mind. The first is this. 
In the Defence Estimates for the current year we havé 
already taken £90,000,000 from sources outside the 
revenue of this year. £28,000,000 will come from last 
year’s surplus, which is thus diverted from the pay 
ment of debt. £62,000,000 is new loan money, and the 
whole amount, £90,000,000, counts against the total 
authorised by the Defence Loans Act. The point I a™ 
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making is that if we were to confine ourselves to this 
year’s revenue on the existing basis, the gap to be 
filled would really be £120,000,000, and of that we 
have already decided that £90,000,000 shall not be got 
from additional taxation. Secondly, I must remind the 
Committee that we have announced our intention, and 
are already in course of carrying it out, to accelerate 
our rearmament and to increase the production of 
munitions. The whole country, I think, realises the 
necessity for that decision and approves of it. It 
means that we must expect to have Supplementary 
Estimates for Defence later on in this year of sub- 
stantial amount, which are not included in the total 
expenditure against which I am now providing. When 
these Supplementary Estimates come along this 
year for further Defence expenditure, I intend 
that they shall be met out of loan money, by further 
drawings on the fund provided under the Defence 
Loans Act; and this, therefore, will be a further 
amount which will not be provided from the revenue 
of the current year. 

I come to my third consideration. Those I have 
mentioned are serious, but the most important 
consideration of all remains to be stated. We have 
to look beyond the present year. It is the traditional 
and convenient course that we should hold these 
financial inquests in the month of April once every 
twelve months, but there is nothing in the nature 
of the case to justify our confining ourselves rigidly 
to a period of twelve months, and refusing to look 
forward and see what is likely to happen later. 
This is what is going to happen later. The peak 
year of Defence expenditure will not be reached 
until next year or perhaps the year after. The 
Committee will have in mind,”of course, the warning 
contained in the Defence White Paper last month, 
that the total expenditure for the five years will 
exceed the sum of £1,500,000,000. I cannot give 
the additional figure, but it may well be something 
substantial. And there is a further warning I must 
give to the Committee. In view of this huge outlay 
on war material, and of the character of the annual 
maintenance which it will substantially require, 
the drop in estimates in future years may not be as 
rapid or as steep as we could desire. We may expect 
a sensible diminution of the annual burden before 
the end of the quinquennium, but though the fall 
in the curve should be considerable, future main- 
tenance expenditure, replacement and maintenance, 
must remain very substantially higher than in the 
past, when our armaments were so much smaller. 

I have stated these three considerations to the 
Committee as clearly as I can and with complete 
frankness, and I would only wish to add this before 
! announce my conclusion. Nothing would con- 
tribute so much to the ultimate reduction of the 
burden as the increase of international good will 
and the general reduction of armaments which should 
flow from it. The policy which we are pursuing— 
the actual achievement of the Anglo-Italian Agree- 
ment is a striking and encouraging example—is 
aimed at this end. But until the end is more fully 
achieved, we are bound to pursue the plan of re- 
armament which we announced and which the 


country has so generally approved. In these circum- 
stances, I have had to meditate long and anxiously 
to decide whether I should be justified in taking 
what for the moment, but perhaps only for the 
moment, would be the easier course of covering this 
£30,000,000 by loan money. I have come to the 
conclusion that I should not be doing my duty if 
I followed that easier course. If this year stood alone, 
if the Estimates so far presented for Defence were the 
total of such estimates for the year, if we did not 
foresee higher maintenance charges in the future, 
another view might be possible ; but when expendi- 
ture on Defence is mounting, and will mount further, 
bringing heavier maintenance in its train, we must 
take some portion of the increase on our own shoulders 
by additional taxation now. By so doing, hard as 
that may seem for the moment, we shall reduce 
our difficulties hereafter, we shall assist our further 
borrowings, and we shall show the world that this 
country does not quail when it faces the burden of 
its task. 
Tur ADDITIONAL ‘TAXATION. 

How is it to be done? In framing my plans for 
raising £30,000,000 by additional taxation, I have 
examined a large range of proposals, some of them 
suggested from outside sources, some of them the 
result of cogitation by myself and my advisers. ‘The 
taxes selected must be such as to give an adequate 
yield, they must be capable of effective administration 
and, taken together, they ought to represent a 
contribution for the common needs of our defence 
from the country as a whole. Every citizen is vitally 
interested in defence, though the money contribution 
will, necessarily and rightly, differ in amount. It 
follows that the extra sum in my judgment must 
be found partly by direct and partly by indirect 
taxation. I am proposing that the major contribution 
should come from direct taxation. 


IncomE Tax CHANGEs. 

After a full examination of many suggested 
alternatives, I propose to rely upon an increase in 
three existing taxes, the Income ‘Tax, the Oil Duty 
and the Tea Duty. When the standard rate of 
Income Tax is already at 5s. in the pound, it is 
especially necessary to take steps to help to secure 
that we do not lay a heavier burden upon productive 
industry, or, at the lower end of the scale, on the 
smaller income. My proposal has been framed 
with these two urgent considerations fully in mind. 
I propose to increase, subject to provisions I am 
going to mention, the standard rate of tax by 6d.,. 
making it, therefore, 5s. 6d. In assessing the profits 
or gains of trade under Schedule D, there is a deduc- 
tion commonly called the wear and tear allowance, 
which is intended to represent the diminished value 
by reason of wear and tear during the year of any 
machinery or plant used for the purposes of the trade. 
After the second Budget in 1931, this allowance for 
wear and tear was increased by Lord Snowden by 
10 per cent. as a set-off in favour of industry em- 
ploying plant and machinery as against an increase 
in the standard rate of tax then imposed. I propose 
to adopt the same process and to make the additional 
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allowance 20 per cent. instead of 10 per cent. The 
effect will be to increase in the case of such enter- 
prises the figure which may be deducted before 
arriving at taxable profits and therefore to reduce 
the total upon which the tax is charged. This 
increase which I am making in the wear and tear 
allowance is roughly equivalent to the incidence of 
the additional 6d. of tax in the case of companies 
engaged in industries employing plant and machinery. 
This, therefore, will cover the very important basic 
trades which give a great deal of employment, and 
the purpose of the concession is to avoid impeding 
their development. I calculate that concession 
will lose me £2,500,000 in the current year and 
£3,000,000 in a full year. I would add that I am 
aware that this adjustment cannot be a precise one 
in every case, but it is so important to avoid placing 
undue burdens on this class of enterprise, especially 
at the present time, that I feel abundantly justified 
in giving this measure of relief. 


RELIEF ‘TO SMALL TAXPAYERS. 


At the lower end of the scale I shall make a modi- 
fication the benefit of which will be directly felt by 
the smaller income taxpayer. As the Income Tax 
now stands, after passing the region which is free from 
tax owing to allowances of different kinds, the next 
£135 of income is charged at one-third of the standard 
rate. With the standard rate at 5s., one-third is 
is. 8d., and with the standard rate at 5s. 6d., one- 
third would be 1s. 10d.; an increase of 6d. in the 
standard rate would, therefore, raise the charge 
seriously on the smaller income. I propose to keep 
the charge on the first £135 of taxable income at 
Is. 8d. The Committee will see that that is a very 
valuable concession. The individual whose taxable 
income does not exceed £135—there are about 
2,000,000 small income tax payers in that position—- 
will be unaffected by the increase in the standard 
rate. My other proposals will affect him, For those 
above that figure, there will be a modified proportion 
of relief which gradually diminishes as the total of 
taxable income rises. 

Although the usual White Paper will contain 
the complete scale setting out the effect, the Com- 
mittee might like me to give one or two illustrative 
figures at once. It will work in this way. There 
will be no increase of tax on earned income in the 
case of a single person up to £290 a year, or in the 
case of a married man with one child up to £460 
a year, or with two children, up to £540 a year. 
The reason I do it is this. I feel that so high a rate of 
Income Tax, notwithstanding existing allowances, 
bears hardly upon the smaller income tax payers, 
and especially those with families. They got no 
relief when the Income Tax was last raised; they 
will contribute to the indirect taxes which it remains 
for me to define; and indeed, many of them will 
probably feel in a greater degree than other tax- 
payers the effect of the increase in the oil duty, for 
oil includes petrol. With these considerations in 
mind, I feel justified in affording the relief which 
1 have described. 


Mr. Lers-Smitu: What will that cost ? 


Sir J. Simon: I am afraid [I cannot give the 
figure for the moment. There is one further modj- 
fication of the Income Tax which must accompany 
a rise in the standard rate to 5s. 6d. Income Tax 
under Schedule A is payable on January Ist in each 
year, and in the case of rented property is paid by 
the hand of the tenant, who deducts what he has 
paid from the next quarter’s rent. There will be 
cases where Schedule A is charged at the standard 
rate in respect of rented property with the result 
that if the tenant had to pay the whole tax on 
January Ist, this would be more than one quarter's 
rent. I propose to provide that in such cases the 
tenant may postpone the payment of this excess 
for another quarter, when he may make a further 
deduction from rent without being out of pocket. 
These Income Tax proposals taken together will 
provide me with £22,250,000 this year and in a full 
year they will provide me with £26,500,000, 


Oi. AND PowrER ALCOHOL, 


I now come to the contribution to be made by 
the indirect taxpayer. I propose to call for a moderate 
increase in the Petrol Duty, which has stood at 8d. 
per gallon since 1931. The duty on light hydro- 
carbon oils will be increased to 9d. as from 6 o'clock 
this evening. I made inquiries, Sir Dennis, and 
ascertained that if I did not make that statement, 
before a quarter-past five o’clock nobody would be 
able to get anything out of it. There will be a 
similar increase in the duty on heavy oils used for 
road transport which my predecessor raised in 1935 
to the same rate as that on petrol. I expect these 
increases to give me an additional revenue of 
£5,000,000 in the current year. ‘To avoid any mis- 
understanding, I must make it clear that these 
increases apply only to light hydrocarbon oils, and 
to heavy oil used for road transport. ‘The present 
duty of 1d. per gallon on heavy oils used for any 
purposes other than as road fuel remains unaffected. 

As a corollary to the Petrol Tax, I propose to apply 
an Excise Duty of 9d. per gallon, that is the same 
rate as the new petrol tax, to power alcohol. The 
practice of mixing a proportion of power alcohol, 
or power methylated spirits, as it is technically 
called, with petrol, has grown markedly in recent 
years, and in my opinion the time has come to 
tax it equally with the petrol which it displaces. 
This duty will come into force from May 2nd and 
will, I expect, yield £350,000 in the current year. 
There is a further minor point relating to the Petrol 
Duty which I may mention. The existing statutory 
provision authorising repayment in respect of fishing 
boats which use petrol has been found in practice not 
to cover all the cases which deserve relief, and | 
propose to rectify the position in the Finance Bill. 
I wish to thank my Hon. Friend the Member for 
the Bodmin division of Cornwall (Mr. Rathbone) 
for having drawn my special attention to the point. - 


Tea Duty. 


I still have nearly £3,000,000 to find and a small 
contribution drawn from practically every home 
in the land will produce what is needed. I propos 
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to raise the duty on all tea, Empire and foreign, 
by 2d. per pound. This will maintain intact the 
existing margin of preference of 2d. per pound, 
and it is estimated that the extra yield this year 
will be £2,750,000, and in a full year £3,250,000. 
I well understand that even an extra half-penny per 
week is a material and appreciable addition to the 
expenses of those with the smallest incomes. [Hon. 
Mempers: ‘* Why do you do it?”| Why do I do 
it? I believe that there is a willingness and even a 
pride in the humblest homes to take a share in this 
rearmament outlay, for defending those homes from 
peril, just as much as in the homes of more com- 
fortable and wealthy people. 


Fina. FIGurRes. 


I am now able to set out my final figures. 1 put 
the revenue on the existing basis of taxation at 


ORDINARY REVENUE AND EXPENDITURE, 


£914,400,000. The additional taxation which I 
propose I estimate at £30,350,000. The total esti- 
mated revenue is, therefore, £944,750,000, which 
will cover an estimated expenditure of £944,398,000 
and leave me a small surplus of £352,000. 

I thank the Committee for their patience, and I 
would like to say this in conclusion. It is the am- 
bition of every Chancellor of the Exchequer to be 
able to announce remissions of taxation and a lighten- 
ing of the burdens which fall on the shoulders of the 
people. Such is not my happy lot to-day. The un- 
precedented total which I have to provide is needed 
for three main purposes—first, for the financing of 
our multifarious social services which spread so 
much benefit and help where it is needed ; secondly, 
for the preservation of our financial strength which 
is absolutely vital to our defence if trouble comes ; 
and, thirdly, for the protection of our native land. 


1938-39. 


EsTIMATED REVENUE. 


EstTIMATED EXPENDITURE. 


Inland Revenue— £ £ 
Income Tax 341,250,000 
Sur-tax “ 62,000,000 
Estate Duties .. 88,000,000 
Stamps a ne .. 24,000,000 
| National Defence Contribution.. 20,000,000 
’ Other Inland Revenue Duties . . 1,250,000 
; Total Inland Revenue . 536,500,000 | 
" 
r 
) 
P 
f 
‘ Customs and Excise— 
J “ 227,950,000 
t 116,150,000 
; Total Customs and Excise . $44,100,000 
y 
¢ 
e 
, 
y 
it 
0 Moor Vehicle Duties 36,000,000 
, Tora, RECEIPTS FROM TAXES .. . 916,600,000 
r. 
al 
y 
if 
yt 
I 
1 Ef Office net spanigt 8,670,000 
Fund 2,400,000 
. 1,330,000 
e} Receipt from Sundry Loans due to British 
Government : os .. 5,250,000 
10,500,000 
Tora, REVENUE .. is an £944,750,000 


| Interest and Management of National Debt 


' Seleceilancous Consolidated Fund Services 


£ 

230,000,000 
Payments to Northern Ireland Exchequer (including 

net share of reserved taxes) ‘ 8,900,000 
3,200,000 

Post Office Fund --- 
Total . 242,100,000 

£ 
77,373,000 
83,810,000 
72,976,000 


lad 


Supply Services— 
Defence— {Army.. 
Excluding {Navy . 
Pensions Air. 

234,159,000 * 

Army. . 
Pensions Navy. . 
Air 
Civil— - 
I. Central Government 
and Finance s 
II. Foreign and Imperial 
III. Home Department, 
Law and Justice. . 
IV. Education (excluding 
Broadcasting) 
V. Health, Labour, In- 
surance (including 
Old Age and Widows 
Pensions) . 172,331,000 
VI. Trade, Industry and 
Transport 
VII. Works, Stationery, 


8,668,000 
9,897,000 
524,000 
———— 19,089,000 


2,542,000 
10,270,000 


28,096,000 
61,847,000 


40,646,000 


&e. 11,692,000 

VIIL. War Pensions and 
Civil Pensions .. 
IX.Exchequer Contribu- 
tions to Local 
Revenues eg 


43,094,000 


54,248,000 


Supplementary 


421,766,000 
Margin for Civil 
Estimates . 
Tax Collection— 
Customs and Excise and Inland 
Revenue Votes (including Pen- 
sions, £1,248,000) 


10,000,000 


14,284,000 
—————. 702,298,000 


. 944,398,000 


Tora, ExPeNDITURE 
‘ ca 352,000 


Surplus 
£944,750,000 


* Exclusive of amounts, estimated at £90,000,000, to be met from issues under the Defence Loans Act, 1937. 
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@bituary. 


SIR STEPHEN HENRY MOLYNEUX KILLIK. 


The death, on April 17th, of Sir Stephen Killik, G.B.E., 
K.C.V.O., Fellow and Honorary Member of the Society 
of Incorporated Accountants, removed a well known 
figure from the City of London. The whole of his career 
was spent in the City, and, despite somewhat impaired 
health, he continued to the end his active interest in the 
Corporation of London and his business and other affairs. 
He was 77 years of age. 

In his early years Sir Stephen turned his thoughts in 
the direction of the accountancy profession, and having 
passed the Society’s examinations—the Intermediate 
examination with honours—he was admitted to the 
Society in 1895, and became a Fellow in 1897, when for 
a few years he was practising as an Incorporated 
Accountant. The relation which he then established with 
the Society was maintained up to the time of his death, 
although in the meantime he had relinquished professional 
practice, having become a member of the London Stock 
Exchange in 1899. He was the senior partner in Messrs. 
Killik & Co., stockbrokers, and in 1917 he was elected 
a member of the General Purposes Committee of the 
Stock Exchange. The official publication on “ The 
Work of the Stock Exchange,” for the information of the 
public, was prepared by Sir Stephen and was written 
in a popular and informative style. 

The traditions of the City of London made a strong 
appeal to him. He was elected to the Court of Common 
Council in 1908 and to the office of Sheriff for the year 
1922/23, at the conclusion of which he received the honour 
of Knighthood. 

Assiduous in his duties on the Corporation, he was 
chairman of the Coal and Corn and Finance Committee in 
1918, when he was responsible for the reorganisation of 
the City’s Cash which had been seriously affected by 
war conditions. As a result the fund was placed on a 
sound basis. For this work he received the formal thanks 
of the Corporation. Further recognition was given to 
him by his election as an Alderman for the ward of Broad 
Street in 1927. 

His election as Lord Mayor in 1934/35 was the crowning 
honour of his career, and he was the Chief Magistrate of 
the City during the Silver Jubilee year of King George V 
and Queen Mary. His daughter, Mrs. Stanley Greenland, 
as Lady Mayoress, ably supported him in the discharge 
of his exacting duties, carried out with dignity and 
unfailing regularity. His services in connection with the 
Silver Jubilee celebrations were specially recognised by his 
creation as Knight Commander of the Royal Victorian 
Order, and at the conclusion of his term of office as Lord 
Mayor he received from his late Majesty King George V 
the honour of Knight Grand Cross of the Order of the 
British Empire. 

Sir Stephen was very mindful of his obligations to the 
Society, and he took an active interest in the Incorporated 
Accountants’ London Students’ Society, of which he 
was President for a period of five years from 1930. He 
attended the meetings of the Students’ Society with 
regularity and obvious pleasure, and on a number of 
occasions, at functions given by the Students’ Society, 
Sir Stephen and his daughter, Mrs. Greenland, were the 
very popular host and hostess. 

It was a happy coincidence that his period of office 
as Lord Mayor was the year of the fiftieth anniversary 
celebrations of the Society. By Sir Stephen’s direction, 
the Lord Mayor’s procession was halted at Incorporated 


Accountants’ Hall, when an address was presented to him 
by the President and the Council of the Society, who had 
passed a resolution for his election as an honorary member 
of the Society. A few months later he was the principal 
guest at the dinner given in Guildhall to celebrate 
the Society's Fiftieth Anniversary, at which the late 
Sir James Martin presided, and Sir Stephen and the 
Lady Mayoress entertained members and their friends 
at a reception at the Mansion House. 

The termination of his occupancy of the Mansion 
House did not see the end of Sir Stephen’s activities, 
as shortly thereafter he made a private visit to South 
Africa, and in 1937 he was elected President of the 
Chartered Institute of Secretaries, after having initiated 
some important negotiations on behalf of that body. 
His specches were relevant, informative and always 
brief, and were frequently illuminated by an unsuspected 
flash of wit. 

His work in its several directions was impressed by his 
high character and sense of duty, and the esteem in which 
he was held was marked by the large number present at 
the Memorial Mass at Westminster Cathedral attended by 
the Lord Mayor and some members of the Corporation on 
April 29th. Among others present were Mr. Walter 
Holman, President, and Mr. A. A. Garrett, Secretary 
of the Society of Incorporated Accountants, Mr. H. E. 
Colesworthy, President, Mr. S. T. Morris, Vice-President, 
and Mr. J. C. Fay, Secretary of the Incorporated 
Accountants’ London Students’ Society. 

The funeral took place on April 21st, after a Requiem 
Mass at the Church of Our Lady of Victories, Kensington. 


MARTIN PENNINGTON FERNEYHOUGH. 


We deeply regret to record that Mr. M. P. Ferneyhoughi, 
F.S.A.A., President of the Incorporated Accountants’ 
District Society of North Staffordshire, died suddenly on 
April Ist, after presiding at the annual dinner of the 
District Society. Mr. Ferneyhough was 54 years of age 
and became a member of the Society of Incorporated 
Accountants in 1911. He commenced public practice in 
Stoke-on-Trent in 1924 and in 1937 took into partnership 
Mr. E. S. Stoddard, A.S.A.A. 

Mr. Ferneyhough was keenly interested in the film 
industry. Between 1920 and 1924 he was Chief 
Accountant to Granger’s Exclusives Limited, film renters, 
Stoke-on-Trent. In 1926 he gained first prize in an open 
competition for a scheme for legislation to place the 
British film industry on a sound footing, and several of 
the provisions of the Bill introduced shortly afterwards 
by the Government coincided with his suggestions. 

The funeral, which took place on April 5th, was attended 
by Mr. J. Paterson Brodie, Vice-President of the Incor- 
porated Accountants’ District Society of North Stafford- 
shire, who also represented Mr. Walter Holman, the 
President of the Parent Society. 


Society of Incorporated Accountants 
and Quditors. 


The 53rd Annual General Meeting of the Society of 
Incorporated Accountants will be held at Incorporated 
Accountants’ Hall on Tuesday, May 17th. The President 
(Mr. Walter Holman) will take the chair at 2.30 p.m. 

This meeting will be followed by the Annual 
General Meeting of the Incorporated Accountants’ 
Benevolent Fund, at approximately 3.30 p.m., to whi 
members are invited. The President of the Fund, Mr- 
C. Hewetson Nelson, J.P., will preside. 
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Developments in Accountancy 
Training and Practice. 


A Lecture delivered to the Incorporated Accountants’ 
District Society of North Staffordshire by 


MR. Wm. STRACHAN, 
INCORPORATED ACCOUNTANT. 


Mr. J. PATERSON BroptE, F.S.A.A., occupied the chair. 

Mr. SrRACHAN said: In thinking of a subject for this 
evening it occurred to me that I might be of some 
assistance if I drew attention to the developments which 
have taken place in accountancy generally ; the widening 
of the range of an accountant’s activities with the 
consequent addition to the examination curriculum and 
the more exacting demands in the training of the student. 
This I propose to supplement by some observations on 
the things that make for success in the career of a 
student and in the carrying on of an accountant’s 
practice. 

Developments in the technique of accountancy 
have been gradual but extensive—not spectacular but 
important. The old idea of methodically checking every 
detail appearing in the books of a business has gone. 
Traders, other than small ones, are expected to have a 
book-keeper who is capable of keeping and balancing the 
books, and in large concerns the books are usually 
balanced at frequent intervals. In the larger concerns 
machines are used for numerous purposes, including 
the posting of the ledgers. Not only does this effect a 
great saving of labour, but it ensures greater accuracy 
and relieves the auditor of much detail. When _ the 
books are already balanced before the auditor is called 
in, he is able to satisfy himself as to the arithmetical 
accuracy of the figures by the application of tests and 
the use of control accounts. 


SraTisTICAL INFORMATION AND COSTING. 

More time is thus available to inquire into questions 
of principle, to prepare statistical information and to 
present to the proprietors or directors of the business 
analysed figures worked out in the form of percentages, 
and to show a comparison of these with the corresponding 
figures in previous periods. All of these are of real 
service in the management. In a manufacturing con- 
cem it is also necessary to institute a system of cost 
accounts which will supply information as to cost of 
production. Income tax too is every year becoming 
more complicated, and now there is in addition the 
National Defence Contribution, which is by no means 
so simple as we were led to believe when the last Finance 
Act was passing through the House of Commons. 


LABOUR-SAVING APPLIANCES. 

Apart from the ledger postings to which I have already 
referred, machines are now used for numerous purposes 
m the working of a commercial office. To mention 
ly a few, there are dissecting machines, invoicing 
machines, adding machines, calculating machines, dupli- 
cating machines, franking machines, time-recording 
machines, addressing machines, stapling machines, as 
well as dictaphones and cash registers. Of all these the 
student should endeavour to acquire a general knowledge— 
! do not mean a working knowledge, but a knowledge 
of what these various appliances are capable of doing 
and under what circumstances they are likely to be 
introduced with advantage. There are also many 


mprovements in relation to card ledgers and filing 
cabinets, 


About the end of September I visited the Business 
Efficiency Exhibition and was impressed by the number 
of different machines and other appliances designed for 
expedition and labour saving in office work, and I was 
surprised at the number of different firms and companies. 
who are competing in these productions. In nearly 
every case there were several makes to select from and 
in some cases many. One of the difficulties would be to. 
decide which was the best. It was really an education 
to visit the exhibition where every manufacturer had 
his exhibits, with attendants who were familiar with 
the working of the machines and were not only willing 
but anxious to explain and demonstrate. It may be 
said that these are matters for the principal rather than 
for the assistant, but the assistant of to-day will be the 
practising accountant of the future and should now 
be preparing himself to undertake that responsibility. 

These developments have added very considerably 
to the requirements in the training of the young 
accountant. The scope of the examinations has also. 
widened, and on the whole I think the questions now 
set are more difficult. Economics and statistics have 
been added and the field which has to be covered is. 
rather stupendous. It is roughly this: Accounts and 
audit ; company law and practice; income tax law and 
practice ; National Defence Contribution ; bankruptcy, 
deeds of arrangement and liquidation ; receiverships ; 
partnership and executorship law and accounts ; costing, 
economics and statistics ; mercantile law (a vast subject 
in itself); and general knowledge, which is vaster still. 
On the other hand there are more and better text-books-— 
in fact their number is somewhat bewildering—and there 
are more facilities for coaching. I recollect the time 
when many candidates had to be satisfied with two or 
three weeks’ coaching at evening classes just before 
the examinations. These classes were practically equiva- 
lent to what are now known as revision classes. Now 
almost every candidate takes a six or twelve months’ 
course. It has been suggested that an opportunity 
should be given to take the Final examination in two 
parts. I am not sure that such a departure would be 
an advantage to the student from the point of view 
of passing, because the standard of marking would 
naturally be more severe. Whether it would be an 
advantage to him in his subsequent career is another 
matter. 

OxsJECTS OF EXAMINATIONS. 

Here it is pertinent to ask: What are the objects 
of an examination? From the point of view of the 
examining body the first is to encourage study and the 
second is to test knowledge. From the candidate’s 
point of view the object of an examination is first of 
all to acquire a certain qualification or degree which he 
desires. It also affords an incentive to qualify for 
acquitting himself creditably and attaining success in a 
selected occupation. We all know the tendency to let 
things drift when there is nothing to make us exert 
ourselves. But what is stored up in the memory for 
the purpose of an examination is not the chief benefit. 
Even what one actually retains is not the principal 
object. The great point of an examination is that, 
having once learnt a subject you know where to refer 
when you want to settle any question coming within 
its ambit. You cannot possibly retain all you learn, 
but if a difficulty arises you know where to go for 
information, and, what is equally important, you do 
not make a false step through ignorance. 


PREPARATION FOR EXAMINATIONS. 


Just a few words as to how to prepare for an examina- 
tion. The preparation should never be in the nature of- 
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«ramming. It should commence from the moment the 
student enters the profession and should be steadily 
pursued. The student should be on the alert to gather 
information from all that comes within his view. He 
can digest it at leisure and store it up for future use. 
Knowledge acquired by cramming is apt to be lost just 
as quickly as it is gained, hence the necessity of taking 
time to study each subject properly. Bear in mind 
also that what a student learns by himself without 
outside assistance is more valuable to him than what 
he acquires through a teacher. That I think applies 
equally to teaching in schools. There is a great tendency 
to overdo teaching (largely for examination purposes) 
and to give little encouragement to scholars to think 
for themselves. As a natural consequence scholars get 
into a bad habit which is difficult to throw off. Examina- 
tions are only a means to an end, and they should not 
occupy too much of the student's time. From a practical 
point of view the day-to-day work is equally, if not 
even more, important. Theoretical knowledge without 
practical application does not carry one very far. Close 
attention must therefore be given to the every-day duties, 
and it is important that work should be carried out 
systematically. For instance, when an audit is finished 
the working papers should be carefully arranged and 
fastened together with an index on the front sheet so 
that any of the records may be easily found when 
required. There is nothing more troublesome than a 
mass of papers without any ready means of reference. 
All the required information may be there, but if there 
is no attempt at arrangement valuable time is wasted 
and irritation caused in looking up any particular matter. 

Never allow an accumulation of small matters. It 
does not take long to dispose of them, but if left over 
they can be a source of great trouble and _ irritation 
when engaged on more important affairs. 

FILING, 

Then there is the question of filing. I am speaking 
now of the accountant’s office. [t is preferable to use 
flat filing for general correspondence, but vertical filing 
is much better for accounts and audit papers, and the 
correspondence relating thereto. I like to have a card 
of one colour for the names of the audits or other matters, 
and sets of cards of a different colour for dividing the 
papers into yearly or other sections. There are no doubt 
different views on these matters, but in any event there 
must be a system well thought out, and it is important 
that it should be self indexing, otherwise papers may 
easily go astray. I could say more on this subject if 
time permitted. 

HANDWRITING. 

There is one thing that has not developed, and that 
is handwriting. I think it is in fact deteriorating. It 
is remarkable how little importance is attached to hand- 
writing by many people, including, I am afraid, school 
teachers. Notwithstanding the vast amount of work 
done by typewriting machines, good legible handwriting 
is still very important, in fact it often turns the scale 
in an application for a situation, and bad writing in the 
private ledger of a client is very discreditable. It is 
surprising too how very few young men can write a good 
grammatical letter. I do not think I am exaggerating 
when I say that no more than 10 per cent. of boys who 
have been attending good schools can write a letter 
which does them credit. 


ELEMENTS OF SUCCEsS. 
Now a few words on what I regard as the elements 
of success. First of all I place character as the root 
and basis of all success. Without character learning 


— 


and intellectual capacity will never lead to success or 
distinction. The next important qualification in ap 
accountant is self-reliance. It is surprising in how 
many instances this is wanting. Many young men, 
when they meet a difficulty, immediately look for some. 
one to get them out of it; they do not use their own 
powers and energies but expect assistance. This js 
entirely a mistake. When difliculties arise they should, 
if possible, be overcome, not avoided or passed on to 
someone else. Next there is the training of the intellect, 
This outweighs any mere acquisition of theoretical 
knowledge. Many students have much knowledge and 
much capacity in theory, but they are lacking in the 
ability to bring them into practice. The man who 
succeeds is not always the best-informed man but the 
man who has the faculty of applying the knowledge 
he possesses. To use his acquirements with effect the 
accountant must cultivate the virtues of accuracy and 
precision. Speed is a secondary consideration. It jis 
very useful, but still secondary, and frequently defeats 
its own object by resulting in errors which more delibera- 
tion might have obviated. Frequently I have noticed 
amongst young men—and some older ones—a tendency 
to leave things in an uncompleted state. I do not 
mean palpably incomplete, but with certain details 
omitted. This creates trouble for the principal, and the 
great object of an assistant should be to leave as little 
as possible for his principal to do. 

Then I should like to stress the importance of neatness 
because there is more value in neatness than is sometimes 
appreciated. It conveys the impression that there has 
been some trouble taken, and that impression may go a 
long way. The work of an accountant is naturally 
judged by the results that come before the eyes of his 
clients and the public, and as the visible results are 
sometimes small in comparison with the actual amount 
of work done, it is all the more necessary that they 
should be presented in a form which will convey the 
best possible impression. I need hardly add that along 
with all these there must be perseverance—-steady and 
constant application. 

To the accountant student I should like to say: Do 
not be afraid of responsibility, the sooner you get accus- 
tomed to it the better. If you have an important problem 
to solve or a difficulty to face do not be in a great hurry; 
take time to think it over, if possible sleep on it. It is 
surprising how different it may look when you come 
freshly to it in the morning. And do not worry about 
what may happen; it seldom does. ‘* Sufficient for the 
day is the evil thereof.” Deal with your troubles a 
they arise; do not look too far ahead and anticipate 
difficulties. An old lady, when asked about her troubles, 
once said, ** Yes, I have had many troubles, but most 
of them never happened.” 


ConbDUCT AND BEARING. 

The bearing of a young man towards those around 
him is a sure index to his character; therefore be careful 
not to adopt a servile attitude whilst in a subordinate 
position. On the other hand be equally careful no 
to be overbearing or dictatorial to those over whom yo 
may have authority. Both are the outcome of the 
same trait of character. The man who is servile when 
in a junior position is usually the one who is unduly 
and unnecessarily harsh when in authority. Cultivate 
spirit of manly independence. Respect yourself 
you will command respect from others. Beware ° 
idling. Remember that “ the mill will never grind with 
the water that has passed.” Make the most of you 
time ; “opportunities like clouds pass away.” ver’ 
people never seem to have opportunities, and why’ 
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Simply because they are not prepared for them when 
they arise. Always be ready for a better position should 
the opportunity occur. The lucky man is the man 
who is prepared to take advantage of an opening when 
it presents itself. Do not forget the culture of the 
mind in the more general sense. Dr. Johnson once said, 
“Young man, ply your book diligently now and acquire 
a stock of knowledge, for when years come unto you, 
you will find poring upon books to be but an irksome 
task.” But even more important than laying up a 
stock of knowledge is the acquisition of a taste for 
reading ; once acquired it will not readily leave you. 
Finally, avoid making enemies; it does not pay and 
there is no necessity for it. You never know whom 
you may require to be your friend in future. 


SPEAKING IN PuBLIC. 

Cultivate the art of conveying your ideas clearly and 
precisely. It is not always easy to express one’s thoughts 
and opinions clearly on paper, but it is much more 
difficult to do so verbally at a meeting or conference. 
These District Society mectings are of great assistance ; 
they afford the opportunity of learning to express one’s 
thoughts in a clear and regular way. 1 will venture a 
suggestion to the students as to how to make a beginning. 
If you come to one of these meetings trusting to discuss 
the paper on what you may hear at the meeting, you 
are not likely to be able to speak with much effect. If 
you really mean to take part in the discussion you must 
look up the subject beforehand and be prepared with 
some definite points on which you can speak, apart 
altogether from what the lecturer may say. And when 
you do get up to speak endeavour to put your points 
shortly and clearly until such time as you begin to feel 
some degree of confidence. Do not try to make a long 
speech or remember words ; keep your mind steadily on 
your line of thought and use the language you can com- 
mand at the moment. It may not always be the best, 
but it will improve with practice, and any hesitation 
in trying to think of a better word will often break the 
continuity of vour thoughts. 


YOUNG PRACTITIONERS. 

Anyone who has just commenced public practice will 
find himself confronted with some new problems which 
did not affect him as an assistant. He will have to 
make himself familiar as far as possible with the business 
problems of his clients so as to be able to assist in solving 
them. He will also have to supply data for guidance in 
Management and control. In this connection he will 
have to consider what information in regard to the 
accounts will be most useful, and also the best way of 
presenting it. Merely to submit an audited profit and 
loss account and balance sheet will not in most cases 
be sufficient. Comparative figures, tabulated and worked 
out as percentages accompanied by a report, will always 
be appreciated. There may also be an opportunity of 
reducing office expenses by means of labour-saving 
appliances and improvements in the book-keeping system. 
Office organisation is also a weak spot in many establish- 
ments, but great tact must be used in introducing changes 

use opposition may arise from the staff. New 
methods are liable to be regarded with scepticism and 
sometimes with open hostility. In large concerns great 
savings can be effected by introducing machines for 
the purpose of book-keeping. It is surprising what these 
machines can do. I have a case in mind where the 
Utilisation of machines to do the whole of the book- 
keeping, except I think the cash book and private ledger, 
resulted in halving the number of the office staff and 
greatly facilitatfng the balancing of the books. Much 


can be done in this and other ways with the exercise of 
diplomacy, and I may add a large measure of patience. 


PRINCIPLES AND CHARACTER. 


But there are other things that the young practitioner 
must bear in mind if he is to succeed. He must never 
sacrifice his principles at any cost. They are more 
valuable than any fees. We all meet at some time or 
other with diflicult situations, and, as a general rule, 
in such a case the wise course is to give way on un- 
important matters; but where an important issue is 
at stake to be courteously firm without being aggressive. 
Use diplomacy to achieve your purpose, but, if necessary, 
insist on having your own way. If you give way on a 
vital issue, where you know you are right, you will gain 
no respect from others, and you will lose respect for 
yourself. People who ask you to sacrifice your principles 
will employ you so long as it suits their purpose, and 
no longer, but they will not trust you again. They 
will use you as a tool, and give you only a tool’s work 
to perform. You will acquire for yourself the unenviable 
reputation of being a man of that character and not a 
man of any real iniluence or weight. The great test 
of character is moral courage. Sooner or later you will 
be faced with a position which will put your courage to 
the test. You may use diplomacy, you may use tact, 
you may bring great ability to bear, but you will find 
that there are other people as shrewd and as diplomatic 
and as tactful as you are, and you will have either to 
give way or to fall back on your last line of defence, your 
moral courage. It is the only thing that will carry you 
through. By standing firm you achieve a double success. 
You perform your duty and enhance your reputation. 


Learn to take broad views of all things. Cultivate 
wide sympathies. A man who is bound up in his own 
particular interests is always narrow-minded. It is useful 
to be able to converse with clients in an interesting way, 
and for that purpose it is important to be well informed 
on current topics. Enlarge your intellectual sphere by 
always looking at a subject from more than one point 
of view. Cultivate, too, the capacity to think for yourself. 
Do not follow blindly in the beaten path. Hear other 
people, but weigh their opinions, and bring your own 
judgment and reason to bear upon them. That is one 
of the greatest acquirements that an accountant can 
possess. He has often to decide what is the right course 
to take under difficult circumstances, and the capacity 
to think carefully, to weigh arguments accurately, and 
arrive at right conclusions is very important. Study 
character in all its aspects. Beware of the man who is 
of a blustering and bouncing disposition. He is danger- 
ous if you give way to him, but if you stand firm he is 
usually very easily tamed. He relies on his bounce to 
carry him through; if that fails he has nothing else to 
fall back upon. 


With regard to interviews, in taking instructions or 
giving an opinion hear the client fully, and question 
him on all points before expressing your view. If 
possible, take time to think it over. Never be in haste 
in important matters. An opinion given in haste is 
usually repented of at leisure. 


PARTNERSHIPS. 


In this connection, it is very useful to have a partner 
to discuss matters with, but be very careful as to whom 
you associate yourself with. Granted you have plenty 
of money at your command, it is not diflicult to secure a 
partnership of a kind, but the man who wants you for 
your money is not usually the man it will profit you to 
be associated with. Look rather for the man who seeks 
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you for your own value and worth, but first consider 
carefully whether you are likely to work smoothly to- 
gether. Partnerships which are successful are very 
advantageous, but many have come under my notice 
which have been dissolved at the end of a vear or two, 
and that cannot fail to do great damage to one of the 
parties at least, and perhaps to both. 
MEETINGS, &C. 

in preparing for a meeting or a conference, anticipate 
as far as possible what is likely to be required. Be well 
prepared with all facts, otherwise you may be placed in a 
most awkward position, and you will certainly not 
enhance your reputation. If it should chance to be a 
meeting of creditors where a resolution is being put 
forward, beware of being too eager to carry your point, 
because immediately the creditors find you displaying 
eagerness they begin to suspect you are acting for your 
own interests and not for theirs. Also remember to be 
perfectly open and straightforward in disclosing the 
facts, because if you create the impression that anything 
is being kept back you will entirely ruin all prospect of 
success. 

THe Lirerary ASPECT. 


A few words now as to the literary aspect of an 
accountant’s practice, which does not always receive 
the attention it deserves. Correspondence, for instance, 
is a most important matter. Letters loosely worded 
create a bad impression. Those whom we rarely meet 
judge us largely by our correspondence and therefore it 
is most important to cultivate a good style. Then 
again, in drawing up reports on work done, it is not only 
necessary to see that the composition is clear and 
concise, but that the matter is arranged under convenient 
headings and in proper sequence. It is worth while 
expending time and taking trouble on such matters. 


ABILITY AND CLEVERNESS. 


There is sometimes a tendency to be over-anxious to 
show cleverness. That is entirely a mistake. The 
clever man is feared more than respected. You can put 
the matter to the test. Do you know a clever man 
whom you would implicitly trust ? You would rather, 
I think, trust the man who is deliberate, able, sound 
and sure. He is the man who impresses people and 
commands their confidence. 


Finally, do not be in undue haste to get on or over- 
anxious to make money. Patience and perseverance wil 
bring their reward. Very few do make much in account - 
ancy, but there are other rewards more difficult to gain, 
but bringing with them more genuine satisfaction and 
more lasting pleasure. All you can reasonably look for, 
in choosing the profession of an accountant, is an interest- 
ing and useful occupation—I can conceive none more 
so—and an honest living. For making money, account- 
ancy is not to be compared with a mercantile business. 
It requires too much personal attention to admit of great 
expansion under individual control. The work of an 
accountant involves great responsibilities, and there is, 
consequently, great honour in discharging them ably 
and conscientiously. I trust that the members of this 
Society will ever recognise and appreciate the dignity 
of their calling and so acquit themselves as to maintain 
its highest honour and its best traditions. 


Mr. G. E. Corcoran, A.S.A.A., has been elected chairman 
of the Bredbury and Romiley Urban District Council, 
of which he has been a member for some years. 


Society of Incorporated Accountants 
and Auditors. 


MEMBERSHIP. 


The following additions to and promotions in the member. 
ship of the Sociéty have been completed since our last 
issue :— 


ASSOCIATES TO FELLOWS. 
McDonatp, James Harotp (Wm. H. Jack & Co,), 
25-26, Hanover Square, London, W.1, Practising 
Accountant. ‘i 
MacMeneMEyY, Roserr (Wm. H. Jack & Co.), 49, Bath 
Street, Glasgow, Practising Accountant. 
Porte, Harry WILKIN, 43, Castle Street, Liverpool 
Practising Accountant. 

Rircwie, Perer Crarkson (Wm. H. Jack & Co.), 49, 
Bath Street, Glasgow, Practising Accountant. 
STANLEY, GrorGe Henry Cynri (G. H. C. Stanley & Co.), 
Lombard House, Great Charles Street, Birmingham, 

Practising Accountant. 


ASSOCIATES. 

Barrrum, ALEC CLeAL, with Myring & Bradbury, 
742-743a, Salisbury House, London Wall, London, 
E.C, 

Berry, Ciirrorp, with Alan P. Burton, 14, Devonshire 
Street, Keighley. 


Briar, Maurice Watton, with Binder Hamlyn & Co., 
River Plate House, 12/13, South Place, London, 
E.C.2. 


Brown, FREDERICK THURSFIELD, with E. T. Brown 
& Co., Gresham Chambers, Lichfield Street, Wolver- 
hampton. 


Buzzacott, RONALD CHARLES, with Buzzacott, Lillywhite 
& Co., 41, Moorfields, London, E.C.2. 


CuatrerJs1, GuroprosaD, 25, Jatindas Road, Kalighat, 
P.O., Calcutta, Practising Accountant. 


Forrester, ARNOLD, with Harper Pilling & Co., 25, 
Acresfield, Bolton. 


Forster, Josepu Isaac, with Barwick, Kennedy & Co., 
Lloyds Bank Chambers, Keswick. 


GIEBEL, SYDNEY FrReperick (F. J. Reed & Co.), 
49, Leadenhall Street, London, E.C.3, Practising 
Accountant. 


Him, Roperick Harry, with Cooper Brothers & Co., 
14, George Street, Mansion House, London, E.C.4. 


LonG-INNES, PETER VIVIAN, with Alex. Aiken & Carter, 
— Bank Buildings, Simmonds Street, Johannes- 
urg. 


Masters, WILLIAM FREDERICK, formerly with Amsdon, 
Cossart & Wells, 103, Cannon Street, London, E.C.4. 


Mawson, JAMES RicuarpD VERNON (John J. Potter 
& Co.), 35, Paradise Street, Birmingham, Practising 
Accountant. 


Muxuersi, Brmat Cuaran, formerly with Wilson, Bigg 
& Co., 16, Coleman Street, London, E.C.2. 


Pace, Brian Joun Granam, with Kemp, Chatteris, 
Nichols, Sendell & Co., 36, Walbrook, London, 
E.C.4. 

SEN, Raspinpra Natu, with William Pickles, 57, Princes 
Street, Manchester, 2. 

SMALL, Francis (Barrow, Wade, Guthrie & Co.), 2616, 
Girard Trust Building, South Penn Square, Phils 
delphia, U.S.A., Practising Accountant. 

TurNER, GEOFFREY Maurice, with Pettitt & Sos, 
Lloyds Bank Chambers, Old Christchurch Road, 
Bournemouth. 
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South of England Pncorporated 
Accountants. 


ANNUAL DINNER. 


The annual dinner of the South of England District 
society of Incorporated Accountants was held at the 
Polygon Hotel, Southampton, on April 8th. 


There was general regret that neither the President of 
the District Society (Mr. E. W. C. Whittaker) nor the 
Secretary (Alderman F. Woolley), both of whom have 
held those offices since it was founded 30 years ago, was 
able to be present. Illness was the cause of the 
President’s absence. A family bereavement prevented 
Alderman Woolley from being present. Mr. W. Craven- 
Ellis, Southampton’s senior M.P., was also prevented from 
attending by illness. 

Mr. H. J. Bicker (Vice-President of the South 
of England District Society) presided. He was 
supported by the Mayor and Mayoress of Southampton 
(Councillor and Mrs. G. I. H. Prince) ; Sir Russell Bencraft, 
J.P.; Mr. Walter Holman (President of the Society of 
Incorporated Accountants) and Mrs. Holman; Mrs. 
Bicker ; Sir William Rowland, J.P., F.S.A.A., and Lady 
Rowland ; the Sheriff of Southampton (Councillor A. H. 
Powdrill) and Mrs. Powdrill, J.P.; the Mayor and 
Mayoress of Romsey (Councillor and Mrs. R. C. Chambers) ; 
the Mayor and Mayoress of Kastleigh (Alderman and Mrs. R. 
fl. Roberts) ; the Mayor and Mayoress of Poole (Councillor 
and Mrs. W. J. Stickland): Mr. E. G. Burnett (President 
of the South-Eastern Society of Chartered Accountants) ; 
Mr. Kenneth H. Vickers, M.A., J.P. (Principal of University 
College, Southampton) and Mrs. Vickers; Mr. R. R. H. 
Meggeson, B.A. (Town Clerk of Southampton) and Mrs. 
Meggeson; Mr. W. A. Gleave, J.P., and Mrs. Gleave ; 
Lieut.-Colonel R. FEF. Gutteridge (President of the 
Southampton Chamber of Commerce) and = Mrs. 
(utteridge ; Mr. A. A. Garrett, M.B.E. (Secretary of the 
Society of Incorporated Accountants) and Mrs. Garrett ; 
and Mr. A. G. Kneeshaw (Inspector of Taxes, Portsmouth) 
wnd Mrs. Kneeshaw. 


Sir RusseLt Bencrarr submitted the toast of ** The 
society.” He said he was sorry that Alderman Woolley 
was not able to be present and doubly sorry that the 
cause of his absence was a family bereavement. Sir 
Russell congratulated the Society on the splendid progress 
made since its foundation in 1885 and said he was pleased 
'o learn there was now a membership of over 7,200. 
That membership extended to all parts of the British 
Empire. Membership was something of which to be 
proud, for the examinations were hard ; so hard that 50 
per cent. of candidates failed. The profession of 
“ecountancy occupied an indisputable place in every 
branch of commerce and industry. The Society was 
fortunate to have as President a man of the calibre and 
marked ability of Mr. Holman and equally lucky to have 
“S Secretary Mr. Garrett, who succeeded the late Sir 
James Martin, a man whom most of them knew and 
“dmired. Alderman Woolley had been Secretary of the 
District Society ever since it was formed and had been a 
member of the Council of the Society since 1930. 


Mr. Warren HoLan (President of the Society of Incor- 
porated Accountants) replied. After thanking Sir Russell 
Beneraft for the manner in which he had proposed the 
toast of the Society, he referred sympathetically to the 
illness of Mr. Whittaker, the President of the District 


Society, and paid a tribute to the long service he had 
rendered. He also expressed the thanks of headquarters 
to Mr. Bicker, the Chairman of the District Committee, 
and to the Secretary, Mr. Woolley, for the support they 
had given to the work of the Society. Mr. Holman 
referred to the services rendered to the profession and to 
Southampton by Sir William Rowland and congratulated 
him on the knighthood recently conferred on him. 
Outlining the growth and aims of the Society Mr. Holman 
mentioned his visits to Ireland, France, the United States 
and Canada since he was elected President. Respecting 
the Society’s title, he said that in the course of a famous 
judgment in the High Court in 1907 it was held that the 
designation“ Incorporated Accountant” referred exclusively 
to members of the Society. The Society’s motto, Fides 
atque Integritas, could be translated as * Reliability and 
Integrity,” the words used by the Judge as representing 
the distinctive characteristics of Incorporated Accountants. 
An important part of the work of accountants was con- 
nected with taxation matters. In this connection, he 
said, the officials of the Inland Revenue carried out their 
difficult and delicate duties with tact and sympathy and 
understanding. The relations existing between them 
and accountants were as cordial as was possible between 
men who, while acting for their respective clients, were 
concerned to see that justice and equity should not be 
lost sight of in the mass of legal machinery. 


Mr. Kennetra H. Vickers, M.A., J.P. (Principal of 
University College, Southampton), proposed the toast of 
** Local Government.” He declared that were it not for 
local governmenta great deal that the National Government 
planned would not be carried out. He referred to the 
way men and women gave of their time unstintingly to 
ensure the successful working of local government. He 
was not at all certain that people were always worthy of 
the work that was done for them ; or that democracy, of 
which they heard so much, was worthy of all the effort. 
Even in the simple matter of going to record their votes at 
municipal elections, 50 per cent. of the people usually 
failed to do their duty. 


Tue Mayor or Souruampron (Councillor G. E. H. 
Prince) made the first response. He contrasted conditions 
existing a hundred years ago, when local government really 
began, with conditions to-day and suggested that people 
to-day were no happier and certainly not as contented. 
Southampton was committed to an expenditure of nearly 
£2,000,000 during the next few years. The Corporation 
had been warned by a speaker recently that the red light 
was showing. But it was diflicult to see how any material 
reductions could be effected unless Southampton was to 
stand still. The Corporation was only doing what seemed 
to be necessary if the town was to continue to progress. 
Work in hand would involve an expenditure of over half 
a million pounds by the Works Department; over a 
quarter of a million on education ; £88,000 for new—and 
very necessary—baths ; £77,000 on the municipal airport, 
one of the finest in Britain; £355,000 on housing ; 
£85,000 on health services ; and £413,000 on new Public 
Assistance buildings. 

Tue Mayor or Poor (Councillor W. J. Strickland) 
also replied. 


The CHairRMAN, proposing the toast of ** Our Guests,” 
expressed delight at seeing so many professions repre- 
sented at the dinner and extended an especial welcome to 
Mr. E. G. Burnett. He also congratulated Sir William 
Rowland on his knighthood. 


Sir Winitam Row.anp replied briefly and said that he 
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always read with the greatest interest the reports of the 
President’s speeches which appeared in the Incorporated 
Accountants’ Journal. We endorsed everything that had 
been said about the friendliness and courtesy of Inspectors 
of Taxes. : 

Mr. A. G. KNreEsHAW (Inspector of Taxes), who also 
replied, remarked that the Inspectors looked upon 
Incorporated Accountants as friends. They recognised 
the Society as one of the most important bodies of 
accountants in the world. Mr. Kneeshaw voiced the great 
pleasure it gave Inspectors to hear that a knighthood had 
been conferred on Sir William Rowland. 


Incorporated Accountants of Cast 
Anglia. 


ANNUAL DINNER. 


The annual dinner of the East Anglian Society of 
Incorporated Accountants was held at the Royal Hotel, 
Norwich, on April 8th. Mr. O. H. S. SLEIGHTHOLME 
(President of the District Society) was in the chair, and 
among others present were the Lord Mayor of Norwich 
(Mr. Charles Watling), Mr. Percy Toothill (Vice-President 
of the Society of Incorporated Accountants and Auditors), 
Mr. H. Harper-Smith (Deputy Lord Mayor and a Past- 
President of the District Society), Mr. J. Worssam (Vice- 
President of Norwich Incorporated Chamber of Com- 
merce), Mr. F. R. D. Walter (Official Receiver in Bank- 
ruptcy), Mr. H. B. Durrant (President, Institute of 
Bankers, Local Centre), Mr. H. Jordan (County Account- 
ant), Mr. T. Wilkinson (Inspector of Taxes), Mr. L. T. 
Little (Deputy Secretary, Society of Incorporated 
Accountants and Auditors), and Mr. R. Robinson (Borough 
Treasurer of Lowestoft). 


The Lorp Mayor or Norwicn proposed “ The Society 
of Incorporated Accountants and Auditors and the East 
Anglian District Society.” He said that was for him a 
very important occasion because several ex-Lord Mayors 
had told him that when they had come to the end of their 
first five months’ work it seemed to be a milestone, and, 
in a way, was the end of the winter dinner season. There 
was no doubt that the first five months were the heaviest 
for a Lord Mayor, and that night he stood on the rising 
ground and looked back to the valley and the way he had 
come. He commenced those five months in a small way 
by being allowed to respond to the toast of the City of 
Norwich. Last week he was permitted to propose the 
toast of the Rugby Union Football Club, and now he had 
got further promotion by being entrusted with that very 
important toast. It had been said that if an earthquake 
were to engulf England to-morrow the English would 
manage to meet and dine somewhere among the rubbish 
just to celebrate the event. (Laughter.) For that 
occasion he had tried to dip his pen in his most eloquent 
ink because he realised what a very important society 
he was addressing. Thinking of what he should say, he 
reflected on the most complete faith which everyone had 
in them. If the investing public saw the words ‘“* We 
hereby certify,” or words to that effect, they regarded 
them with as much confidence as it was possible for human 
nature to bestow. He heard recently of a chemist who 
had a card in his window bearing the words ‘* We dispense 
with accuracy.” (Laughter.) But these words could 
never apply to an Incorporated Accountant, for account- 
ancy and accuracy were synonymous. One of the first 
rules to be observed by a public speaker was for his 


quotations to be strictly correct. No doubt they had 
heard of the gallant colonel who, in opening the village 
bazaar, declared that the vicar’s wife, like Caesar, must 
be all things to all men. (Laughter.) The sentiment 
was a little more appropriate to him, for a Lord Mayor 
must be all things to all men and all institutions, organisa- 
tions and enterprises, especially when he had eaten their 
salt. They might joke about things in life, though 
they were old enough to know that life itself was no joke, 
Their help and sympathy to many of their clients was, 
after all, their real contribution to Norwich and to life 
itself. It would not do for any one always to be thinking 
of scooping the pool. The best contribution was to say 
“What can I put into the pool of this my city and 
country ?” This he was sure they did. (Applause.) 


Mr. Percy Toornisy (Vice-President of the Society of 
Incorporated Accountants) responded. He thanked the 
Lord Mayor for the kind way in which he had proposed 
the toast, and assured him that not only the local society 
in Norwich, but the Council of the Parent body in London, 
appreciated his goodness in finding time to attend that 
dinner and to say such nice things about them. He 
wished to refer to the absence of the President, Mr. 
Walter Holman, which was due to the fact that he was 
attending a similar function at Southampton on behalf 
of the Society. He wondered whether the general body 
of members of the Society realised the responsibility and 
work which was entailed in occupying the position of 
President of the Society. One little task alone was the 
preparation of speeches which were expected from him 
on these occasions, and the difficulty of finding something 
new and interesting to say, which he was beginning to 
realise more fully than ever before, now that he had been 
called on to deputise for the President on various occasions. 
In coming down to Norwich from time to time one looked 
upon East Anglia as being in the midst of an agricultural 
district. He could say without fear of contradiction that 
agriculture was the backbone of England, as it was of 
every country in the world. He would not say to that 
audience whether he agreed that the East Anglian was the 
back-bone of everything English. Personally, coming 
from Sheffield, he believed there was a good deal to be 
said for the Yorkshireman in that connection, but he did 
agree, and agree most emphatically, that agriculture was 
the back-bone of this country’s prosperity, and indeed 
at the present time it might be that it was the back-bone 
of its very existence. He had little experience of the 
accounts of farmers, but he rather suspected that it was 
true of agriculture in general that the keeping of proper 
accounts could be considerably improved. The keeping 
of costings was a long way behind the times, and he 
suggested that here was one way in which the accountait 
could and should play a most important part in fostering 
the prosperity of the country. The agriculturist woul 
gain enormously if he were educated to appreciate the 
necessity of accurate and up-to-date figures in his affair. 
Perhaps the farmer had an idea that the accountant ¥* 
an expensive luxury, but there was no need for him 
remind that audience that such an idea was far from the 
truth. The accountant always paid for his hire, and his 
expert services could not fail to lead to tangible result 
in the end. He thought this applied to small busines 
in general, and he believed that in Norwich the majonly 
of businesses were of the small or medium size. The larg 
business took advantage of the accountant’s techniqu 
but this did not apply in anything like the same degree 
businesses of a smaller size. It was particularly in 
to the application of costing methods that the 
could be of most assistance and value to a well-run busine* 
Mr. Toothill went on to speak of the valuable functo® 
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performed by District Societies. The Kast Anglian 
District Society was a comparatively young one, being 
founded in 1929, but under the able guidance of some 
very distinguished Incorporated Accountants it had made 
wonderful progress. Two of its Past-Presidents had 
occupied the position of Lord Mayor of Norwich. He 
referred to Mr. H. Harper-Smith, who was speaking later, 
and to Mr. H. P. Gowen. The present occupant of their 
presidential chair, as he was sure they would agree, was 
a very worthy successor. (Applause.) Before he sat down 
he would like to mention the work which had been done 
py the secretaries of the various District Societies. No one 
knew better than he did the work which fell upon the 
secretary of a District Society. Therefore, in paying a 
tribute to their Honorary Secretary, Mr. Hayden, he could 
assure him very sincerely that his work in the district 
was highly thought of and appreciated. They would 
agree that Mr. Hayden had missed no opportunity of 
providing for their comfort and entertainment that night. 
(Applause.) 

Mr. O. H. S. SLEIGHTHOLME (President of the East 
Anglian Society), who also responded, said that was the first 
opportunity he had had of expressing to the District 
Society his appreciation of the honour they had con- 
ferred on him. He took it as a compliment, not only to 
himself, but to the Institute of Municipal Treasurers and 
Accountants, of which he had the honour of also being a 
member. He felt that District Societies formed a 
valuable link between individual members and _ the 
Parent Society. Accountants had a difficult furrow to 
plough, inasmuch as they were often called upon to hold 
the balance between the official side (as in the case of tax 
matters) and their clients. They rendered useful service, 
not only to officials who were ready to assist their pro- 


‘fession, and to their clients, but to the trade and com- 


merce with which they were concerned, and in a wider 
sense they rendered service to the community as a whole, 
(Applause.) 


Mr. H. Harper-Surru proposed * Trade and Industry.” 
He referred to the statement published in the local Press 
that week giving particulars of increases of imports of 
boots and shoes. The increase from 1935 to 1937, he 
said, was 82} per cent. If those shoes could have been 
made in England 6,000 operatives would have been 
working full time. It was to be hoped that a remedy 
would be found so that Norwich people could be more 
fully employed. Generally speaking, Norwich was pros- 
perous, although some trades were affected by changes in 
habits and fashions, or the effect of foreign competition. 
They needed to sell outside Norwich most of the products 
of their industry, and to do that they must think of the 
habits of mind and the tastes of people far removed from 
East Anglia, 


Mr. J. WorssaM (Vice-President, Norwich Chamber of 
Commerce) responded. He said that Hungarian manu- 
facturers of boots and shoes were subsidised by as much as 
“0 per cent. The matter had been considered by the 
Associated Chambers of Commerce, who were going to 
send a deputation to the Government. It was not always 
*asy to build up tariff walls, but it was the business of the 
Government to see that unfair competition was brought 
to an end. 


Mr. W. Smrrn, F.S.A.A., proposed the toast of “ The 
Guests,” and Mr. F. R. D. WaLrer (Official Receiver) 
responded. 

Es 


Mr. F. O. Wilson, F.S.A.A., Manchester, has been 
as a member of the Urban District Council of 


District Societies of Jncorporated 
Accountants. 


BELFAST. 


ANNUAL MEETING. 

The twenty-fifth annual general meeting of the In- 
corporated Accountants’ Belfast and District Society 
was held on April 25th. The President, Mr. J. S. White, 
presided over a good attendance of members. 

On the proposal of Mr. Robert Bell, seconded by 
Mr. D. T. Boyd, a hearty vote of thanks was passed to 
the outgoing President, Mr. J. S. White, for the manner 
in which he had carried out his duties as President for the 
two preceding years. Appreciation was also expressed 
of the manner in which Mrs. White had assisted her 
husband in connection with the various social functions. 

The following office bearers and Committee were 
elected :—President, Mr. J. H. Allen; Vice-President, 
Mr. E. A. Anderson; Committee, Mr. Fred Allen, Mr. 
Harry Andison; Mr. James Baird; Mr. Robert Bell ; 
Mr. David T. Boyd; Mr. Norman Booth; Mr. Samuel 
Boyle ; Mr. Arthur S. Courtney; Mr. William Keith ; 
Mr. John S. Lewis; Mr. John D. Thompson; Mr. J. S. 
White; Mr. J. A. Winnington. Hon. Secretary and 
Treasurer, Mr. H. MeMillan ; Hon. Auditor, Mr. C. Magee. 


Annual Report. 


MEMBERSHIP. 

The total number of members is 206, consisting of 
18 Fellows, 76 Associates, and 112 Students, as compared 
with a total membership of 200 last year. 

EXAMINATIONS. 

The examinations of the Parent Body were held in 
Belfast in May and November. The results were as 
follows :— 

Final. Intermediate. Preliminary. 
Passed. . ow FF 8 7 
Failed .. ~~ 18 5 
Total « © 26 12 
STUDENTS’ Socirry. 

A successful dance was held in Belfast Castle on 
Iebruary 4th, under the auspices of the Students’ Section. 

The Committee regret that Mr. Leslie McCullough 
relinquishes the oflice of Secretary of the Students’ Section, 
and express their thanks to him for the able and efficient 
manner in which he carried out his duties since he was 
appointed in 1930. 

The Committee of the District Society, in conjunction 
with the Committee of the Students’ Section, devoted 
considerable time to discussing what steps could be 
taken to improve the facilities available to students 
preparing for the examinations. With this end in view, 
a course of revision classes was arranged, but as few 
students signified their intention of taking advantage 
of these classes, the scheme was not proceeded with. 

MEETINGS. 

The following meetings were held during the year :— 

Students’ Meeting. Discussion on Examination 
Preparation. 

Discussion on “The Organisation of Accountants’ 
Offices.”” Opened by Mr. Robert Bell, F.S.A.A. 
“The National Defence Contribution,’ by Mr. W. H. 

Palmer. 
Discussion on “‘ The Valuation of Goodwill.” Opened 
by Mr. D. T. Boyd, B.Com.Se., F.S.A.A. 
“Income Tax (Sch. D. Cases 1 and 2),” by Mr. H. 
MeMillan, F.S.A.A. 
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Discussion on “ Staff Training.’ Opened by Mr. H. 
MeMillan, F.S.A.A. 

**Income Tax (Sch. D. 
W. H. Palmer. 

Discussion on ‘“* Working Capital.” 
Allen, F.S.A.A. 

** Income Tax Claims,” by Mr. D. T. Boyd, B.Com.Sc., 
F.S.A.A. 

Discussion on “‘The Measurement of Profit.” 
by Mr. R. R. Crawford, F.C.A., A.S.A.A. 


Go.LF COMPETITIONS. 

The annual Golf Competitions for the Booth and 
Allen Cups were held at Donaghadee on September 2nd, 
1937. The Booth Cup and prize were won by Mr. W. S. 
Stevenson, the runner-up prize being won by Mr. H. 5. 
Dunn. The Allen Cup was won by Mr. E. C. Comerton ; 
runner-up, Mr. J. H. Allen. On October 28th, 1937, a 
match was played at Belvoir Park between teams repre- 
senting Inspectors of Taxes and the members of the 
Society. 


Cases 3, 4 and 5), by Mr. 


Opened by Mr. F. 


Opened 


CoMMITTEE. 

In accordance with the Rules, one-third of the elected 
members of the Committee retire. The members retiring 
are: Mr. R. Bell, Mr. J. Baird, Mr. N. Booth, Mr. J. S. 
White and Mr. J. A. Winnington, who are eligible and 
offer themselves for re-election. 

Mr. J. D. Thompson continues to act as the Society’s 
representative on the Chamber of Commerce, and Mr. 
J. A. Winnington represents the Society on the Court 
of Referees of the Ministry of Labour. 

CONFERENCE. 

The most important of the Society’s activities during 
the year was the Conference, which was held in Belfast 
from June 23rd to 26th, 1937. This was the first time 
that a Conference of Incorporated Accountants had been 
held in Belfast, and a large number of members and 


their friends from all parts of the United Kingdom were 


present. All the functions were well attended, and the 
success of this Conference made the year a memorable 
one in the history of the District Society. The assistance 
and support that was given by the members of the Irish 
Branch, which included a luncheon to the members and 
guests attending the Conference, contributed greatly 
towards its success. 


DEVON AND CORNWALL. 
Report. 


The Committee have pleasure in presenting their 
report of the work of this District Society for the year 
ended March 31st, 1938. 

The present membership is 136, represented by :— 
28 Fellows, 57 Associates, 51 Students. 

The following lectures were given :— 

Ar PLymoutu. 

“ The Liability of the Accountant in Law,” by Mr. R. D. 
Luscombe, LL.B., Solicitor. 

“The Accounts of Holding Companies,” by Mr. C. A. 
Sales, LL.B., F.S.A.A. 

“Bankruptcy Law and Deeds of Assignment,” by 
Mr. E. Westby Nunn, B.A., LL.B., Barrister-at-Law. 

“Current Practice in Company Auditing,” by Mr. W. J. 
Back, A.S.A.A. 

“Income Tax Sch. D., Cases I and II,” by Mr. E. A. 
Herringshaw, Inspector of Taxes. 

“ Practical Points in Insolvency,” by Mr. W. J. Ching, 
F.S.A.A. 

At EXeTer. 

“Practical Problems in Executorship,” by Mr. F. A. 
Roberts, A.S.A.A. 


“Sch. D, Cases I and II,” by Mr. T. G. Stansbury, 
Inspector of Taxes. 

Four lecturers were drawn from the panel provided, 
while the other four were local gentlemen, to whom the 
Committee are indebted. Mr. Ching’s lecture was delivered 
at very short notice to fill a vacancy. The Committee 
acknowledge the continued kindness of Messrs. W. W. 
Beer, Aplin & Co. in placing their offices at the disposal 
of the District Society for the Exeter lectures. Attendances 
showed a welcome increase. 

The following Students were successful at the examina- 
tions of the Society, held in 1937 :— 

Final.--Mr. J. L. Chalmers, Torquay ; Mr. H. W. Coles, 
Plymouth: Mr. J. H. Godfrey, Exmouth; Mr. M. E. 
Harrison, Newton Abbot; Mr. J. Reddaway, Exeter, 

Intermediate.—Mr. J. A. Isaac, Plymouth; Mr. J. 
Lovell, Penzance; Mr. W. J. A. Mogridge, Paignton ; 
Mr. W. G. C. Oliver, Torquay ; Mr. R. F. W. Westaway, 
Torquay. 

The Committee have explored the possibility of a 
Summer Meeting at Torquay. The response of members 
and Students in the Torbay area was most gratifying. 
Unfortunately, it was not found possible to fix a date in 
1938 mutually convenient to the Parent Society and the 
Torquay authorities. It is anticipated, however, that 
the function will be held in 1939. 

The Annual Dinner of the District Society will be held 
at Plymouth, on November 29th, 1938. Mr. Walter 
Holman, the President of the Parent Society, has promised 
to attend. 

Mr. Ainsworth, Mr. Roberts, Mr. Taper and Mr. Pascho 
retire under Rule 5 (b). They are eligible, and offer them- 
selves for re-election. Mr. Chown retires under Rule 5 (d), 
and does not offer himself for re-election. 


WEAR AND TEAR ALLOWANCES. 
The Board of Inland Revenue intimate that the following 
additions have been made to the list of rates of wear and 
tear allowances on plant and machinery for Income Tax 
purposes, which appeared in our issue of December last. 

AIRCRAFT AND AIRCRAFT ENGINE MANUFACTURE. 

Per cent. 

High-speed precision plant (i.e., plant designed to 
work to a degree of accuracy of not less than 
1/1,000th of an inch margin and normally 
engaged on such work), heat, treatment, plating 
and electric welding plant oe + .. 1 

Other plant and machinery . i 

For plant and machinery working continuously, 
i.e., treble shift, or double shift plus overtime, 
the above rates to be increased by 50 per cent. 
thereof. 

Accounting machines . . 

Motor-cars and lorries as 

Bott, Nut AND SCREW MANUFACTURE. 

Plant and machinery generally 

Electric furnaces : 

Furnaces (other than electro Susennend, taps and 
dies, to be dealt with on a renewals basis. 

(The above-mentioned rates are to be regarded as 
covering circumstances of overtime or con- 
tinuous working.) 

Pxiastic MOULDING. 

Plant and machinery generally 

(The above-mentioned rate is to be guanteh ¢ as 
covering circumstances of overtime or con- 
tinuous working up to and including a complete 
double shift. Where working exceeds double 
shifts, applications for increased allowances are 
to be dealt with on their merits.) 
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Accountancy in the Distributive 
Motor Trade. 


A Lecture delivered to the Incorporated Accountants’ 
Students’ Society of Newport (Mon) by 
MR. CHAS. E. ROLLINSON, A.S.A.A. 


Mr. ROLLINSON said: It was my intention to give you 
this lecture extempore but I came to the conclusion that 
I should be dealing with my subject matter in so much 
detail, and possibly repeating myself, that I eventually 
decided, in order to keep myself within the time you have 
allotted me, to write it. I have approached my subject 
from the student’s point of view and have endeavoured 
to convey an application of accountancy that is not 
usually dealt with in the text books, the preparation and 
presentation of a comprehensive monthly trading report 
to be submitted to a board of directors. I do not, 
therefore, propose to deal with the profit and loss account 
and balance sheet. 

In your syllabus the lecture I am giving you to-night 
has been somewhat inadequately called ‘“‘ Garage 
Accounts.”” I propose to deal with something more than 
is covered by this short title. Many garages have grown 
with the times and the scope of business has, in many 
cases, far exceeded the original idea of a garage as supplying 
accommodation, petrol and oil, effecting a few car sales 
and carrying out customers’ repairs. Where there has 
been careful management, with a long-sighted astute 
policy, other avenues of business which could be embraced 
have presented themselves, and many garages now find 
they are carrying on a very complicated business, par- 
ticularly where the management have concentrated their 
attention on commercial motor vehicles. Such a business 
might to-day find itself acting as a wholesale distributor 
for a very large area, in addition to effecting its own 
retail car sales, entailing maintenance of a fairly large 
stock, calling for expert organisation to keep it moving, 
dealing with advertising, sales and show organising, &c. 
The repairs shop not only has to deal with casual repairs, 
but must be so run that larger commercial jobs can be 
very promptly attended to; the majority of these 
vehicles can very often be ill-spared from their daily 
work. In addition, it has to deal with re-conditioning 
and putting into sound running order the second-hand 
exchanges. This second-hand question has become a 
very serious one and only a concern that can keep them 
swiftly moving, putting them out quickly in running 
order, can hope to keep this stock within manageable 
bounds and so avoid what might easily be very heavy 
losses in this connection. Motor firms dealing largely in 
commercial vehicles find also that a very profitable addi- 
tion can be added to the scope of their business in making 
motor-bodies and in painting and cellulosing vehicles. 

The distributor is also compelled to maintain an 
adequate stock of spare parts. Accountants know that 
stock policy is always a very serious one in any business, 
and this is particularly so in the motor business, where, 
with the annual and occasionally more frequent change 
of models, parts are likely to become obsolete, and cer- 
Lainly their number can increase to an alarming extent. 
{tight surprise you to know that the firm with which Iam 
“onnected has to maintain a stock of over 2,000 different 
‘pare parts, exclusive of bulk material and stores such as 
uuts, bolts, and general accessories. Some concerns 
have also found that they can very conveniently include 
'n their business a Road Transport Service, although the 

Transport Act has now practically put a stop to 
increases in this direction ; it is almost impossible 
‘0 get increases on present tonnage allocated. 

From this brief outline you may gather that the motor 
for butive business can be complicated and that it calls 

the most intelligent accountancy if the proprietors 


are to have quick and reliable information to enable 
them to keep their fingers on the trend of the business, 
eliminate waste of time and material, and to keep stocks 
moving. Adequate accountancy is the very life-blood 
of such a business, and I propose giving you to-night 
what can only be in the short time at my disposal a very 
brief outline of a practical system. 

In devising any system of accounts, sufficient regard 
is too often not given to personnel. It is all very well 
to create an elaborate and scientific accountancy system, 
but unless there is an intelligent personnel available to 
carry out the necessary detail work, the whole thing 
becomes a burden and gets hopelessly behind. It is 
therefore incumbent, when installing a system, to keep 
records down to the absolute minimum consistent with 
the final information it is sought to obtain. At the same 
time the system must be so elastic that there can be no 
difficulty, as the business progresses, in enlarging or even 
curtailing it. The working system of accounts I am 
dealing with has grown from the very minimum of book- 
keeping to its present state, and I have no doubt that it 
is capable of being further widened. 

The information I have set myself out to obtain is 
primarily for submission to a monthly directors’ meeting, 
and is a very full and complete monthly trading record, 
which will reflect the working of every part of the business 
and show an estimated profit or loss for the month. In 
the concern with which I am connected, the final annual 
figures have been extraordinarily close to the total of the 
twelve monthly estimates. I purpose dealing with the 
departments under the following headings :— 

(1) New Motor Vehicles. 
(2) Second-hand Vehicles. 
(3) General Sales and Garaging. 
(4) Repair Shop. 
(5) Carpenters’ Shop and Paint Shop. 
(6) Transport. 
(7) Main Financial Records. 
(8) Monthly Trading Returns. 
No. 1. New VEHICLEs. 

Acting as distributors, the firm is called upon to 
maintain stock of a complete range of both private and 
commercial vehicles, which could very well call for locking- 
up a considerable amount of capital. It is very necessary, 
therefore, that stocks be kept down to a minimum and 
very careful budgeting made for future requirements. 
This is, perhaps, a matter more concerned with the 
management than with accounting records, but in order 
that instant information of stock on hand may be available 
detail car stock books are kept, as in form No. 1. The 
entries are taken from the invoices, in and out, and are 
subsequently checked with the Invoice Book and Sales 
Book entries. This ensures that no stock can disappear. 

In order to avoid locking up too much capital, advantage 
can be taken of a wholesale stocking system, whereby 
distributors pay, say, 25 per cent. of the purchase price 
of the vehicle and the remainder over a period of three 
months. Should the vehicle be sold before the expiration 
of that period ‘payment is to be made when the sale takes 
place. In the financial books a separate record is kept 
of each such purchase, so that it is possible at any time 
to ascertain the amount paid on all or any cars in stock. 
For submission to the monthly board meeting a list of 
new car stock is made out, showing amounts paid, which 
is capable of being checked with the Car Stock Book 
and the Purchase Ledger Records. Perhaps I should 
mention that there is a good system of ordering and 
delivering in force, the ordering being based on actual 
sales effected or on a budget of requirements for a period 
ahead. 

No. 2. SECOND-HAND VEHICLES. 

This is a subject which undoubtedly gives the greatest 
concern to the whole motor industry. The dealer finds 
that quite 90 per cent. of his sales call for second-hand 
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exchanges and the sale of the second-hand itself more 
often than not calls for another exchange ; so this goes 
on, and perhaps four or five second-hands might be 
involved in the original sale. It can be so easy for this 
stock to accumulate and be the cause of serious losses, 
and in order that this may be avoided a very firm grip 
has to be exercised by the management. Most of such 
vehicles require a certain amount of repairs and re-con- 
ditioning and these are executed as quickly as possible. 
A separate car stock book for commercial and private 
ears is maintained. I will tell you how re-conditioning 
is dealt with when I deal with the repair shop. A record 
book is maintained for submission to the directors, which 
shows at a glance the individual total stock value, and 
this total is checked by a total balance record, as shown 
on form No. 2. 


No. 3. GENERAL SALES AND GARAGING. 

A store keeper is in charge of the stores, with a stores 
clerk, and all stock of numbered spare parts is kept in 
bins. Stock cards for each individual part or group are 
kept and entered up by the stores clerk. The store 
keeper receives all purchases invoices, agrees deliveries 
with orders and passes the documents on to the stores 
clerk, who enters up the stock cards and then passes the 
invoices on to the accounting office. 

It is indicated, by means of a rubber stamp, whether 
the goods have been put in stock, or are for a customer’s 
special requirements. In the latter case the customer’s 
name and/or requisition number is entered. The store 
keeper deals with all sales, both ready-money and ledger 
accounts, and issues all stores to the various departments. 
All sales invoices record the stock number of the articles 
sold and nothing is supplied to any department except on 
requisitions signed by the foreman or responsible party 
Stock numbers are entered on the requisition and from 
these and the sales duplicate the stock cards are entered 
up. The sales invoice is a special one, in triplicate, the 
top copy being a delivery note and frequently has to be 
given out un-numbered and un-priced. The second copy 
is the official invoice, which is duly priced and sent out at 
the end of the day to the customer. The third copy, 
after it has been entered on the stock sheet by the store 
clerk, is kept in a bound file and is used as an original 
entry for posting direct to the customer’s ledger account. 
Sales invoices are summarised daily and the total entered 
into a Credit Sales Summary Book. 

A similar procedure is carried out with the cash sales, 
the daily summary being entered into a Cash Sales Book, 
the daily total agreeing with the entry in the Cash Book. 
The cashier checks the summary with the numbered 
cash sales invoices and takes over the cash daily. The 
store keeper has no authority to give receipts other 
than for cash sales over the counter. Ledger account 
payments are received only by the cashier. The store 
keeper also passes on to the accounts department the 
requisition notes after he has dealt with them. Petrol 
stocks are dealt with in almost a similar manner, stocks 
taken in and sales being entered on a special stock sheet 
and balanced daily. Each morning an actual dip of all 
petrol tanks are taken and stock on hand agreed. It 
has not been found necessary to maintain a large stock 
of tyres as these can be obtained on customers’ require- 
ments on the same day as ordered, but a fairly repre- 
sentative stock is always carried and a special stock book 
kept of this, which is very simple. In view of the large 
number of individual parts that has to be carried you 
ean visualise that a very strict control has to be kept to 
keep stocks down and at the same time maintain sufficient 

supplies to meet all requirements for sales over the counter 
and for use in the repair shop. The stock cards give 
at a glance the movements of the various items, and it 
has been found possible, after experience, to budget 
ahead for a month’s supplies and the firm has never yet 
been left with any large amount of unsaleable stock on 


hand, in spite of the frequent change of models and, only 
too frequently, changes or improvements in component 


parts. The monthly stock order is one of the store 
keeper's most important jobs, as he must have on hand 
anything likely to be required for an urgent rush job. 
By keeping such a strict control there is a minimum of 
danger of accumulation of obsolete parts. 

Garaging. 

The usual procedure is followed for casual ’ 
the customer being given a printed slip and the receipts 
entered into the daily cash sales. Period garaging, 
either in lock-ups or main garage, entails use of a rental 
ledger, as amemorandum book. The monthly or quarterly 
rentals are charged out through the journal. 


No. 4. Reparr Saop. 

Here, again, the foreman must be one who can be 
depended upon to keep strict records of the time and 
material used and give immediate information to the 
accounting office. The service manager is also in charge 
of the repair shop. All repairs coming in are taken over 
by him, instructions obtained from the customer and 
then given on an instruction form to the foreman and the 
work laid out. He also gives the instructions for re-con- 
ditioning vehicles. Strict time records are necessary. 
The men clock in and out and also keep a strict record of 
time spent on jobs and other work. Every job is numbered 
and such job numbers appear on the individual mechanic's 
daily time sheet and also on the requisition orders on 
stores. Time sheets are sent daily, after being signed 
by the foreman, to the accounting office, where a special 
Repairs Job Book is maintained and the men’s time 
entered. Each man is allocated an hourly rate based on 
his pay. 

All time is recorded, including that spent on uncharge- 
able work, of which separate records are maintained ; 
this in¢ludes service on customers’ vehicles, collecting and 
delivering, garage upkeep, &c., so that it eventually 
becomes possible for the whole of the wages charged to 
be agreed with the total of wages paid and one can be 
satisfied that all wages have been accounted for. They 
are either charged up to the customers or debited to ser- 
vice, re-conditioning or other expenses. 

Before leaving this department I should mention 
how re-conditioning of second-hand vehicles is recorded. 
Immediately the manager has agreed what work is to 
be done on a vehicle, written instructions are given to 
the foreman and a re-conditioning job number allocated 
to that particular job. In all respects it is treated in 
precisely the same way as a customers’ job, with the 
exception that in the accounting office instead of it 
appearing in the Repair Job Book the record is maintained 
on a separate Re-conditioning Job Card. 

When a repair job is finished the foreman sends the 
Instruction Card back to the accounting office. He has 
entered full details of the work done and also of al 
materials used. The pricing clerk is thereby enabled 
to check up the Repair Job Book record of materials 
used and can also correctly word the repair invoice. 
can assure you that customers usually expect 4 
description of the work done. Also this overcomes the 
possibility of requisition notes going astray. 


No. 5. CARPENTERS’ Suop AND ParntT Sor. 

A very profitable side-line is the building of motor 
bodies and painting and cellulosing. The records in the 
shops are precisely the same as for the repair shop. * 
body built is allocated a number ; painting jobs are giv 
either their body number, paint shop number or re-co 
ditioning job number. Materials bought direct for a job 


are ordered on requisition and numbered acco : 
Similarly, material requisitioned from stocks are 
numbered and eventually the requisitions find their way 
to the accounting office. Paints, &c., being 
cases bought in bulk, it has been found more con 
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to charge a definite price for each job, based on painter's 
information. 

Fortunately, being almost next door to the timber yard, 
most of the timber can be bought as required for a job and 
it has not been found necessary to maintain much of a 
stock, but where it is used from stock a similar requisition 
is made out. Also, the greater part of the iron work 
required is ordered direct from the blacksmith, and there 
is no difference in carrying out the usual recording 


procedure. 
No. 6. TRANSPORT. 

In all respects the Transport Department is treated as 
though it were a customer; goods are issued from the 
stores—petrol, oil, tyres, supplies, &c.—and are charged 
to the transport department at cost. Direct purchases 
are entered in a separate column in the Purchase Invoice 
Book. Similarly, any running repairs effected in the 
repair shop or paint shop are recorded separately as jobs 
and charged out to transport. Also, the wages are 
separately recorded, and it has frequently been found that 
aman normally employed on transport has been borrowed 
by one of the other departments, in which case his wages 
are analysed in the Wages Book and charged out to the 
appropriate department through the Wages Book. 


No. 7. Marin Recorps. 
I have brietly outlined the original records, leaving me 
to deal with the main accounting oflice. 


«1.—Purchase Invoices. 

In practically all cases these will have first passed 
through the store keeper’s hands, or the sales manager’s 
hands as regards car purchases. Invoices for expenses 
such as advertising, stationery, &c., will also have passed 
through the manager’s hands so that before entering in 
the Invoice Book every invoice has been passed by a 
responsible party and agreed with Order Book. The 
invoice is stamped with a rubber stamp, showing order 
number ; person passing ; if for stock ; job number, if 
for a job; customer’s name if for special order. The 
usual type of columnar book is kept and invoices are 
numbered and filed consecutively. Credit notes are 
treated the same. A monthly total obtained and even- 
tually a yearly total for debiting to the nominal ledger 
accounts. The monthly totals are extracted and 
embodied in the monthly trading returns for submission 
to the directors. 

B.—Sales. 

_ Instead of keeping a detailed Sales Day Book the copy 
invoices are used as original entries and are posted direct 
to the Sales Ledger. The invoices are summarised daily 
on a sales summary sheet and entered in the Credit Sales 
Summary Book. This is totalled monthly and, after 
deducting the month’s credits, the net figures are extracted 
for entry on the monthly trading returns. 

Car sales are entered separately in the Credit Sales 
Summary Book and do not appear on the usual sales 


It would be possible to have an extra column for the 
selling price of the bodies, but as this has not been done 
4 journal entry has to be made of the total amount 
. in car sales for bodies and painting, which is a 
simple matter to abstract when compiling the monthly 
summary. This enables a separate account to be main- 
tained in the nominal ledger for body-building. 


C.—Cash Books. 

A separate Cash Sales Book is kept into which the total 
cash sales are entered and, in the same way, a 
monthly summary is made and extracted. The Main 
Book is of the usual type, all receipts are banked 

and the usual provisions made for petty cash imprest to 
maintained, the only difference being there is a separate 
‘olumn for sales, purchases and nominal ledgers, with the 
of maintaining ledger totals accounts. The Cash 

is balanced and agreed with the Bank Pass Book 


monthly, usually to the day prior to the board meeting, 
so that an up-to-date financial statement can be 
submitted. 
D.—Petty Cash. 
A columnar Petty Cash Book is kept and a weekly 
cheque drawn with the wages. 


E.—.Journal. 

Considerable use is made of this book, which also has 

debit and credit columns for sales, purchases and nominal 
ledgers. Through the journal are recorded all credit 
garage lettings, &c., monthly ; also second-hand allowances, 
crediting the customer and debiting car purchases. I 
should have mentioned that in the credit sales summary 
a separate summary is kept of all internal transactions 
such as petrol, oils, stores, &c., used on demonstration, 
transport, &c. These totals are journalised monthly 
instead of being posted to an account in the Sales Ledger, 
as per Form No. 3. 
Also, work done in the shops on re-conditioning, service, 
painting, body-building on stock jobs, &c., instead of 
being charged out through the Day Book, are charged out 
monthly through the journal. 

It can be surmised that a certain amount of work has 
to be done and information obtained before these journal 
entries can be made. The Repair Job Book clearly 
indicates repair jobs which have been charged out and 
those which are still in progress ; it also indicates service 
jobs and internal unchargeable work. At the end of 
each month these are abstracted from the Repair Job 
Books and entered in a subsidiary book under the headings 
of time and the various classes of expenditure, information 
of work in progress, work on transport, service and 
upkeep. 

The total work in progress is used for the monthly 
trading returns and the total month’s expenditure on 
unchargeable work is, after being journalised, also used 
for the trading returns. 

Re-conditioning jobs are journalised separately. Car 
purchases being debited and repair shop wages and 
material being credited. The cost of each re-conditioning 
job is also entered in the Car Stock Books. Similarly, 
expenditure on body-building completed during the 
month is separately journalised the total for the month 
being debited to body building account and credit being 
made to shop wages and to materials. An entry is also 
made to the Car Stock Books so that full costs of every 
vehicle is shown there. 

Finally, I come to the monthly trading report. First ina 
Car Sales Record (Form No. 5), in which is recorded the full 
cost and the selling price of each transaction, new and 
second-hands. Also the second-hands taken in during 
the period. These figures are all taken from the invoices 
and checked with Car Stocks Books, which have been 
entered up in the manner I have previously indicated. 

Secondly, the monthly estimated trading returns (No. 4). 
This is practically a profit and loss account for the month. 
All the figures are abstracted from the main books with 
the exception of the overheads reserve to cover rates, 
light and heat, telephones, interest, &c. This amount 
is based upon the previous year’s expenditure, subject to 
any known alterations which might happen during the 
current period. 

From the books and records I have outlined it should 
be obvious to you as accountants that a very voluminous 
trading and profit and loss account and balance sheet 

can be compiled showing detailed information relating 
to every department and the profit and loss on each. 

Very inadequately, I am afraid, I have given you a 
brief outline of a system of accounts applied to the motor 
distributive trade. It is necessary for it to be condensed 
in order to get it within the compass of the short time 
at my disposal this evening. There are many aspects and 
minor details I have made no attempt to deal with. I have 
tried to confine myself to the strictly accountancy part. 
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FORM No. 1 
CAR STOCK BOOK. 


| } | 
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FORM No. 2 
MOVEMENTS OF SECOND-HAND STOCK. 


Stock at Added Sold Stock 


beginning of during Total during Add Less ___s at end of 
Month Month | Recon- | Month _ Losses Profit | Month 
eo erpronening ditioning | ——————-- en —| on on 2a Tenens 
: Total “ ee P _.| Selling | Sales Sales eo 
No... Value No. Value | | No. | Value ons Price | | 0. | Value 
| £s. d. | gs.d. | £8. d. | esd. | | £«. d. | £s.d £s.d | £s.d 
| | | | | 
| | ° | 
_ 4 | See ee ee: a a a ae 
SECOND-HAND CAR STOCK AT END OF MONTH. 
et ae ao | ; ———— 7 
oo a | Value at 
Task: Ix. Make | Stocktaking, Jan. 
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FORM No. 4 


_ TRADING ESTIMATES.) Po Tree 198 
£s.d.£ 5s. d. £s.d.£8. d. £58. d. £58.d. 
EXPENDITURE PER INVOICE Book. Repairs DEPARTMENT. 

Repairs and Replacements ‘ Wages in progress at 

Printing and Stationery : we beginning .. 

Advertising e oe a ae Wages adh during. 

Incidentals a oa os - month 

Coal and Coke Less in progress a aa 


Wages charged out at 


cost— 
Perry CasH EXPENDITURE. Reconditioni 
. ng. i 
Postages and Carriage . . Building, &c. 
Printing and ne Service 
Repairs and Renewals . “e 
= lhe " “ Removals 
Travelling Expenses ba ide Net Wages at cost 
<ncamaavete Charged to Customer a 
Profit 


Less Proportion of 


Management, Wages and _ Salaries 

nay Soy ne _ oe Management, Salar- 

Commission Reserved .. ee es ies and Wages .. 

Demonstration, Petrol, &c. , a 
: : GENERAL SALES. 

ana Epa, Se. Petrol, Cash Sales 


Repair Shop use : Materials . , Credit Sales 
Oil, &e. : 
7 Repairs Shop. . 
Removals 
, ‘ Demonstration 
Car Collection Expenses .. . - 
Overhead Charges Stock in hand 
Losses on S.H. Sales P 
Special Expenditure — begin- 
Estimated Profit .. i _ Purchased ar 
Profit forward from last month . si es ing mon “ 
Profit this month . oe es Tyres and Tubes 
ae Cash Sales .. 
Credit Sales. . 


15 per cent. .. 


Kebate to end of last month 
Rebate this month : Spares, &c.— 
enghaets Repair Shop 
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REMOVALS DEPARTMENT. 
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Road Expenses 
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Replacements . a 

Licenses, Insurance, &e. 


GARAGES AND SuB-LETTINGS. 


Proportion of 
Management S. & W. 
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Profit on Body Build- 
ing, &c. : 
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Management Wages 
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CAR SALES RECORD. 


New Cars Soip 


5 


ee) 


SECOND-HAND Cars SOLD 


of a | Added| 
Orig- for S.H. Taken In 
| Sell- inal | Stock |Recon- Sell- | Profit 
Custo- | Woe |Stock| Cost | ing | Profit | Allow-| Value |dition- — jing | oF 
mer : Price ance ing, ice | Loss 
— he. Make |8.No.| “gow? 
£s.d. £s.d.|£s.d.| £s.d.| £s.d.| £s.d. 


£5.d.| £s.d.| £s.d. 


Changes and Removals. 


Messrs. Archibald Brown & Bissell announce a change’of 
address to Royal Chambers, 23, ‘'emple Row, Birmingham. 

Mr. Arthur Daniels has admitted into partnership 
Mr. H. G, P. Lewis and Mr. E. W. Burden, who have been 
associated with him for several years. The practice will 
be continued at Bank Chambers, 57, Palmerston Road, 
Southsea, under the style of Arthur Daniels & Co., 
Incorporated Accountants. . 

Mr. S. Henstridge has taken into partnershp Mr. S. B. 
Timbrell, They will practise under the firm name of 
Henstridge, Timbrell & Co., Incorporated Accountants, 
at 57, Colmore Row, Birmingham. 

Mr. Roland Charles Larking, F.C.A., F.S.A.A., Mr. 
Charles Gordon Larking, F.C.A., A.S.A.A., and Mr. 
Walter Fowler Whiting, F.C.A., F.S.A.A., carrying 
on practice in partnership at Wisbech, Peter- 
borough, March, Ramsey, Bury St. Edmunds and 
Mildenhall, under the firm name of Larking, Larking 
and Whiting, announce that as from April Ist, 1938, 
they have admitted to the partnership Mr. Francis 
George Arthur Cooper, A.C.A., and Mr. Alan Bertram 
Sandal, A.C.A., both of whom have been associated 
with the firm for a considerable number of years. The 
firm name will remain unchanged. 


Mr. A. J. Northcott has taken into partnership Mr. 
A. W. C. Lyddon. ‘The firm will practise at 14, Princess 
Square, Plymouth, under the style of A. J. Northcott, 
Lyddon & Co., Incorporated Accountants. 


Messrs. W. Oldfield & Co., Incorporated Accountants, 
have removed to 8, Market Street, Leicester. 


Messrs. Spicer & Pegler, Chartered Accountants, 
announce that they have taken into partnership Mr. F. A. 
Sibley, A.C.A., Mr. F. de Souza, A.C.A., and Mr. L. C. 
Coe, A.C.A., who have been associated with them for some 
years. The style of the firm will remain unchanged. 

= es 


Messrs. Spooner & Jefferson have removed their oftices 
to 15, Wells Street, Scunthorpe. 

Messrs. Wm. 'l'owers, Naismith & Towers, Incorporated 
Accountants, Manchester, announce a change of address 


of their Blackpool office to 14, Birley Street ; also that 
they have opened an office at 132, Lord Street, Southport. 

Messrs. Geo. H. Walker & Smith, 87, Southgate, 
Halifax, announce that the partnership has been dissolved 
and that the practice will be continued under the same 
firm name by Mr. Edward C, Smith, A.C.A. 


EMPIRE COMMUNICATION BY CABLE 
AND BY WIRELESS TELEGRAPHY. 


ee 


A recent announcement made by Mr. Edward Wilshaw, 
Chairmarg and Managing Director of Cable an‘! Wireless, 
Limited, who is the author of the scheme, indicates new 
facilities and reduced rates for communication throughout 
the British Commonwealth of Nations by cable and by 
wireless telegraphy. 

Pursuant to decisions made at an Empire Rates Con- 
ference held in London, and by arrangement with the 
administrations and other companies concerned, a flat 
telegraph rate, by routes controlled by Cable and Wireless, 
Limited, of Is. 3d. per ordinary full-rate word (or its 
equivalent in local currency) will, on and from April 25th, 
1938, be applied to all traffic from any one point in the 
Isxmpire to any other point therein. Any existing rate 
below that level will, however, be preserved. Code 
telegrams will be carried at 10d. per word except that no 
existing code rate less than 10d. will be increased. De- 
ferred traffic will be transmitted at one-half of the full-rate 
and the tariff for letter-telegrams from any place in the 
Empire to any other place therein is thus reduced to 5d. 
per word with the same proviso that existing rates already 
below that level will be maintained. 

This reduction of tariffs is the outcome of a bold and 
vigorous policy which aims at facilitating and cheapening 
telegraphic communications between the peoples col- 
stituting the British Commonwealth of Nations in the 
belief that the increased use of the facilities provided 
will compensate for the considerable reductions which 
Cable and Wireless, Limited, and its associates ar 
inaking in their charges. 

The companies concerned hope that this arrangement 
and the large reductions in rates which have been made 
will enable a much extended use to be made of the cable 
and wireless system and that those responsible for the 
reductions will thus be justified in their policy and that 4 
fuller use of the services available will provide for sender 
further reductions in rates. 
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Rebiews. 


Public, Company and Local Government Meetings. 
16th Edition. By Albert Crew, Barrister-at-Law. 
London : Jordan & Sons, Ltd., Chancery Lane, W.C.2. 
(432 pp. Price 7s. 6d. net.) 


The conduct and procedure at company meetings is 
very fully discussed in this book, which is divided into 
four parts, the first of which deals with public meetings 
other than those of companies, the second with company 
meetings, the third with meetings of creditors and con- 
tributories in a winding-up, and the fourth with meetings 
of local authorities. Full information is supplied in each 
case with regard to the calling of the meeting, the conduct 
of the chairman, and the procedure with regard to resolu- 
tions and amendments, &c. In the appendix will be 
found a copy of the Companies Act, 1929, and other 
information, including forms of notices of mectings, 
agenda papers and minutes, also a number of test ques- 
tions. In the present edition the text has been revised 
throughout and amplified in many respects, whilst the 
chapter dealing with public mectings has been extended 
by inclusion of the relevant sections of the Public Order 
Act, 1936. 


Pitman’s Handbook of Commercial and Technical 
Education. London: Sir Isaac Pitman & Sons, 
Ltd., Parker Street, Kingsway, W.C.2. (586 pp. 
Price 15s. net.) 

This publication contains detailed information with 
regard to commercial and technical education, and the 
numerous examining bodies whose curriculum includes 
these subjects; also teachers’ organisations and com- 
mercial institutions. Particulars are also given as to the 
examinations of professional bodies and the requirements 
necessary to qualify for membership. These include the 
Society of Incorporated Accountants, the Institute of 
Chartered Accountants, the Chartered Institute of 
Secretaries, the Insurance Institute, and numerous others. 
There are also articles by well known authorities on 
different aspects of commercial and technical education- — 
in fact the book is in the nature of an encyclopedia of 
these subjects. 


Ranking & Spicer’s Company Law. 7th Edition. By 
H. A. R. J. Wilson, F.C.A., FS.A.A. London : 
H.F.L. (Publishers), Ltd., 19, Fenchurch Street, 
£E.C3. (472 pp. Price 10s. net.) 


In this edition the text of the book has been re- 
arranged so as to follow more closely the various stages 
in the development of a company’s existence. The book 
includes only the law relating to the formation and 
operation of companies and not the law as to winding-up, 
which forms the subject of another publication. The 
affairs of a company are described from its inception and 
throughout its subsequent development, information 

ing given as to the prospectus, the share capital, 
Management and administration, mortgages and deben- 
tures and audit. This is supplemented by comprehensive 

8 of statutes and decided cases. 


Dare You Speak in Public? By Arthur Duxbury. 
London : The English Universities Press, Ltd., 
Little Paul’s House, Warwick Square, E.C.4. (170 pp. 
Price 5s. net.) 


Anyone desiring useful hints on the subject of public 
‘peaking will find what he requires in this book. The 
author deals with such matters as voice and delivery, 
“onstruction of speeches and the use of notes, and gives 
‘samples of great speeches with comments thereon. 


Incorporated Accountants of North 
Staffordshire. 


ANNUAL DINNER. 

The annual dinner of the Incorporated Accountants’ 
District Society of North Staffordshire was held at 
Stoke-on-Trent on April Ist. 

Mr. M. P. FerneyuouGu (President of the District 
Society) occupied the chair. A tragic event occurred 
after the dinner. Mr. Ferneyhough appeared in normal 
health during the evening, but before leaving the hotel 
he collapsed in a corridor, and died soon afterwards. An 
obituary notice appears on page 274. 

The company included the Mayor and Mayoress of 
Newcastle-under-Lyme (Alderman and Mrs. 'T. O. Harper), 
Mr. Walter Holman, F.S.A.A. (President of the Society 
of Incorporated Accountants and Auditors) and Mrs. 
Holman, Mrs. Ferneyhough, Sir Joseph Q. Lamb, M.P. 
for the Stone Division of Staffordshire; Sir Ernest 
Johnson (President of the Pottery Manufacturers’ Federa- 
tion) and Lady Johnson; Lieutenant-Colonel W. J. 
Kent, D.L. (President of the North Staffordshire Chamber 
of Commerce) and Mrs. Kent; Mr. A. A. Garrett, M.A. 
(Secretary of the Society of Incorporated Accountants) 
and Mrs. Garrett; Mr. D. E. Campbell (Member of the 
Council of the Society) ; Mr. H. Smith (President of the 
Manchester and District Society) and Mrs. Smith; Mr. 
J. T. Singleton (President of the Nottingham, Derby and 
Lincoln Society) and Mrs. Singleton ; Mr. A. W. Watson 
(President of the Birmingham District Society) and Mrs. 
Watson; Mr. Halvor Piggott (Hon. Secretary of the 
Manchester District Society) and Mrs. Piggott; Mr. 
John J. Potter (Hon. Secretary of the Birmingham 
District Society) and Mrs. Potter; Mr. J. F. Carr (City 
Director of Education); Mr. J. Turner (Member of the 
Council) and Mrs. Turner; Mr. J. W. Jeffery (Inspector 
of Taxes); Mr. H. F. P. Harris (Director, City School of 
Commerce); Mr. P. J. Cornell (Inspector of Taxes) ; 
Mr. G. R. Lawson (President of the Bradford and District 
Society) ; Mr. A. P. Ford (Chairman of the North Stafford- 
shire Branch, Chartered Institute of Secretaries) and Mrs. 
Ford; Mr. H. Shipley (Hon. Secretary of the North 
Staffordshire Branch, Chartered Institute of Secretaries) ; 
Mr. R. J. Robinson (President of the North Staffordshire 
Branch, Institute of Bankers); Mr. J. Paterson Brodie 
(Member of the Council) and Mrs. Brodie ; Mr. Donald 
H. Bates, F.S.A.A. (Hon. Secretary and Past President 
of the District Society) and Mrs. Bates. 

Apologies for absence were read from Sir Frederick 
Marquis, who was to have proposed the toast of the 
Society, and from the Lord Mayor of Stoke-on-Trent 
(Alderman G. J. Timmis), both of whom were indisposed. 


Mr. M. P. Ferneynoucn (President of the District 
Society) proposed the toast of ‘‘ The District and its 
Industries.” He described improvements in the staple 
industry of the city of Stoke-on-Trent—the pottery 
industry—-and remarked that the potters’ work had been 
handed down for hundreds of years. He mentioned also 
the collieries and steel works and pointed to civic progress. 
The city, he said, was expensive to maintain, for rates 
had been fixed at 18s. in the pound. This was equal 
to 21s. 10d. in the pound on some houses, on the basis of 
assessments prior to recent revaluations. Dealing with 
developments in the adjoining borough of Newcastle- 
under-Lyme, he said that improvements were continually 
taking place and there was a specialist which large works 
demanded, namely, the accountant. There were more 
and more works where a whole-time skilled and qualified 
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accountant became necessary. Other parts of North 
Staffordshire also came within Mr. Ferneyhough’s review, 
and he concluded with a reference to agriculture, which, 
he said, might do better. 

LIEUTENANT-COLONEL W. J. Kenv (President of the 
North Staffordshire Chamber of Commerce), responding, 
dealt with affairs in Newcastle-under-Lyme and Stoke-on- 
Trent. Referring to the city rate, he said the authorities 
contended that economy was the wise spending of money, 
and he thought that money saved at the expense of the 
comfort of the inhabitants ceased to be economy. He 
thought the re-assessments had been very justly made. 
Certain site values had increased, and he thought the city 
was quite entitled to draw upon the increased prosperity 
of the inhabitants. 

Sm Josery Q. Lams, M.P. for Stone, submitted the 
tuust of ‘* The Society of Incorporated Accountants and 
Auditors.”” He commenced by confessing that he was 
seared of figures. Trade was the life blood of the country, 
aud most people realised the service that accountants 
gave to industry. In these days of severe and keen 
competition, large industries had to make efforts to 
eliminate waste in manufacture, and to keep down the 
costs of production. How could that be done without 
accurate figures upon which to base their efforts ? There 
the accountants came in with valuable aid. He believed 
one of the reasons for the troubled state of the world 
was that a stage had been reached when only force was 
respected. That meant increased armaments, which 
had to be paid for. Incorporated Accountants were a 
battalion of the first line of defence of the industry of 
the country. But there was an offensive which would 
take place of necessity on April 26th. He believed industry 
would find that they would be a part of their first line 
defence, in saying that the taxation which they had to 
pay was paid fairly and with justice. He had asked 
what was the motto of the Society, and had been told, 
** Reliability and Integrity.” He had thought of sug- 
gesting, “‘ Defence, not Defiance,” because he believed 
that when they scrutinised accounts for the purpose of 
ascertaining the sums that must be paid in taxation, it 
was a question of defence of the rights of the individual, 
und not one of defiance of the State. He believed there 
was great value in associations, and that the time had come 
when all men should belong to their respective associa- 
tions, not only for what they could get out of them, but 
for the assistance they could give to others. While the 
Society offered protection to the members, it also en- 
couraged the education of those who were studying to 
become Incorporated Accountants. 

Mr. Water Hoiman (President of the Society of 
Incorporated Accountants) responded. He associated 
himself with the expressions of regret at the absence of 
Sir Frederick Marquis, and thanked Sir Joseph Lamb 
for stepping into the breach at such short notice. On 
behalf of headquarters, he expressed very great gratitude 
for the support and work of the District Society and its 
members. Mr. Ferneyhough, during his period of office, 
had been present at most of the functions the Society 
had held, and Mr. Bates had given his support and hard 
work to the Society. In the thanks he also included the 
name of Mr. J. Paterson Brodie, who was a valued member 
of the Council in London. The Society functioned 
through its District Societies, and its efficiency and 
effectiveness depended upon their work. He was par- 
ticularly pleased with the support that District Societies 
gave to one another. Present at the dinner were repre- 
sentatives of several neighbouring District Societies, 
which was very pleasing to him and encouraging to the 
North Staffordshire Society. A short time ago he had 
occasion to visit an elderly lady of his, acquaintance 
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She had always been distinguished for her culture anq 
charm, and in spite of her advanced age she still retained a 
vivid and intelligent interest in current events and in 
the concerns of her friends. It was the first time he had 
seen her since his election as President of the Society and 
she was eager to know all about the Society and what the 
presidency involved. He told her of his journeys to 
various parts of the country to visit the District Societies 
and to attend their annual dinners, and he was able to 
interest her in his visits on behalf of the Society to Ireland, 
to France, to the United States and to Canada. After 
discussing these more general aspects, she proceeded to 
question him about the Society and accountancy generally 
with so much critical insight that he would like, as far 
as he was able, to reproduce the gist of the conversation. 
His friend enquired about the Society’s membership and 
asked if they admitted women. He told her that out of a 
total membership of 7,200, 67 were women, some of them 
in public practice. She then wanted to know about the 
educational requirements for candidates and asked if a 
University degree was essential. He explained that 
University graduates were entitled to a reduction of the 
normal period of articles from five to three years and he 
then went on to describe the University refresher courses 
which were held every other year. When he told her 
that the next course would be held at New College, 
Oxford, in July next, she was intensely interested, 
because she was one of the earliest students at Somerville 
College, which is very close to New College. She wanted 
to know if the women members were allowed to attend the 
course and when he told her that nearly a dozen had 
attended each previous course she expressed the view 
that they must have had a good time. And did the 
members behave like undergraduates ? He was glad she 
used the word “‘ behave,” and he assured her that although 
high spirits prevailed, these were only the natural reaction 
to the environment, and the fact that he would be 
responsible for the proceedings on this occasion should be 
sufficient guarantee of their complete orderliness. ‘‘ Quite,” 
was her only comment. His friend wanted to hear about 
other bodies of accountants and to discuss their respective 
merits. He tried to reply ‘‘ with malice toward none, 
with charity for all,” but he did emphasise the fact that 
membership of the recognised bodies did constitute a 
strong presumption of capacity because it had been 
severely tested by examination and because it was 
reinforced by the ethical standards of etiquette and 
conduct which belonged to the accountancy profession. 
And then he had to explain the nature of their work, the 
necessity for accounts, the purpose of auditing, the 
demand for their services consequent upon taxation, the 
call for impartial experts in other matters. ‘* But how do 
you keep up to date in a rapidly changing world?” 
That was where the refresher courses came in, and 
illustrated the point by telling her that one of the subjects 
for discussion at Oxford next July was that of auditing 
as affected by machine accounting. She had not heard 
of this and he illustrated one modern development by 
referring to the large departmental stores which were 
now able to deal easily and quickly with thousands of 
open credit accounts by the use of posting, billing, 
tabulating, calculating and sorting machines with a0 
efficiency which a few years ago would have seemed 
incredible. He was not sure that she followed his ¢x- 
planation of their attempt to adapt auditing technique 
to meet these developments and he would not weary 
them with so technical a subject. ‘* But how do you get 
business ?”” she exclaimed. ‘I suppose you advertise 
like the banks.” He had to explain that professional 
men were not allowed to advertise ; that the freedom of 
others to advertise was a source of embarrassment t0 
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them, and he was as glad to tell her as he was to tell 
them, that recent representations to some of the leading 
bankers had resulted in a decision to meet in some measure 
the desire of the profession for a limitation of the un- 
restricted advertising which in their view had operated 
to their disadvantage. His friend said there were two classes 
of people of whom she was afraid ; they were the police 
and inspectors of taxes. He confessed that he shared her 
feelings towards the police, although he was sure it was 
entirely unjustified ; but he assured her, from his own 
experience, that the revenue officials were as efficient 
as any part of the Civil Service, and that the relations 
between them and accountants were extremely cordial. 
One final point they touched upon. His friend wanted to 
know if the fact that the balance sheets she received from 
companies in which some of her money was invested were 
signed by qualified accountants meant that everything 
was in perfect order and that the investments were safe. 
He explained as best he could that company accounts 
were the accounts of directors; that auditors had no 
power to alter them and that the only course open to an 
auditor if dissatisfied with accounts was to qualify his 
certificate. He further told her that company accounts 
often appeared complicated and difficult to understand 
because they were the reflection of complicated business 
operations and that skilled assistance was often necessary 
in order correctly to interpret them, and he tactfully, and 
he hoped fruitfully, reminded her that his services were 
always at her entire disposal in regard to her affairs. In 
thanking Sir Joseph Lamb and all of them for the kindness 
with which the toast had been proposed and received, 
he hoped they had not felt embarrassed in having been 
made involuntary eavesdroppers. (Applause.) 

A presentation was then made to Mr. Holman from 
the District Society. It took the form of a handsome 
pottery ornament, consisting of two model seagulls. 
Mr. Ferneyhough, handing over the gift, said it was to 
mark the members’ appreciation of Mr. Holman’s presence 
and assistance. He hoped that the President and Mrs. 
Holman would like it. At such functions members could 
not but listen to Mr. Holman with attention and respect, 
and they were also aware that he was doing work that 
would be remembered in the years to come. He added 
that the gift had required no fewer than 500 experiments 
before it could be made perfect. 

Mr. Holman said that he was overwhelmed by such an 
expression of the Society’s goodwill towards him. It 
came as a great surprise. When he was there two years 
ago he had been presented with a very beautiful example 
of the work of the district, and he had no idea that there 
would be an encore. He could not do better than hand 
over that very wonderful piece of work to another charming 
lady of his acquaintance, who would appreciate it as much 
as he did, namely, Mrs. Holman. 

Mr. T. W. Porter, A.S.A.A., proposed the toast of 
“ The Guests.”” He said the District Society realised that 
Mr. Holman was a very busy man at this time of the 
year, and they were very grateful that he had found time 
to visit Stoke-on-Trent. He also welcomed Mr. Garrett, 
the Secretary of the Parent Society. He thought that 
Incorporated Accountants not only in this country but 
all over the world were very grateful for the work Mr. 
Garrett had done in raising the prestige of professional 
accountants. Mr. Porter greeted representatives of other 
District Societies. The Civil Service. commerce, industry 
and the professions generally were represented, and he 
especially welcomed the ladies. 

Sim Ernest Jounson (President of the British Pottery 
Manufacturers’ Federation) replied. He said that because 
{ncorporated Accountants carried out in every detail 
the Society's motto, industrialists had no fear of the 


surveyor of taxes. He admitted that he himself had 
never yet spent a sleepless night because of accounts. 
It had been very interesting to hear the wonderful speech 
of Mr. Holman, and he knew very well the work that 
must be done by Mr. Garrett. He also paid tribute to 
that of the Honorary Secretary of the District Society, 
Mr. D. H. Bates. , 


Scottish Notes. 


[FROM OUR CORRESPONDENT.| 


Glasgow Students’ Society. 

The closing meeting of the session was held in the 
Constitutional Club, Glasgow, on Wednesday, 13th ult., 
when a lecture was given by Mr. Frederick D. Greenhill, 
C.A., on “ Consolidated Accounts.’ The lecturer said 
that, properly speaking, his subject should have been 
entitled ‘* Consolidated Balance Sheets.” He _ then 
proceeded to give an explanation of various methods 
adopted in the preparation of the accounts of holding 
companies, and the rules relating to disclosure of profits 
and losses of subsidiary companies, illustrated by typed 
examples handed round the meeting. Particular notice 
was taken of questions on this subject in recent examina- 
tions of the Society, and the lecturer discussed differences 
in the methods adopted in the printed balance sheets of 
several well known companies. 

At the close of the lecture remarks were made by 
Mr. W. Davidson Hall, F.S.A.A., who presided over a 
good audience, Mr. Edwin H. Harris, A.S.A.A., Vice- 
President of the Students’ Society, and Mr. James 
Paterson, Secretary of the Scottish Branch, who moved 
a vote of thanks to Mr. Greenhill for his interesting 
lectures during the session. Mr. Hector McKechnie 
Town Chamberlain of Barrhead, moved a vote of thanks 
to Mr. J. Hawthorne Paterson, Hon. Secretary of the 
Students’ Society, for the excellent arrangements for the 
lectures during the session. 


Empire Exhibition, Glasgow. 

This exhibition, promoted by the Scottish Development 
Council, was inspired with the object of furthering the 
economic recovery which had manifested itself in Scotland. 
The opening of the Empire Exhibition by His Majesty 
the King will be an important event in the history of 
Scotland, and the enthusiastic manner in which the 
project has been taken up and developed gives promisc 
of unqualified success. The Scottish Branch of the 
Society joined in the financial guarantee which was pre- 
liminary to the start of the project, and the President 
of the Branch and Mrs. Dunlop are amongst those 
officially invited to be present at the opening ceremony 
by the King. 


Bankruptcy—Deed of Arrangement. 

A recent case with reference to deeds of arrangement 
under the Bankruptcy (Scotland) Act, 1913, raised an 
important point in connection with the approval by the 
Sheriff of the terms of such a deed. 

Section 37 of the Act provides that if sequestration be 
sisted, the creditors may produce to the Sheriff a deed 
of arrangement subscribed by the authority of a majority 
in number and three-fourths in value of the creditors of 
the bankrupt; and the Sheriff may consider same and 
make such intimation as he shall think proper, and hear 
parties having interest, and may make any inquiry he 
may think necessary, and if he shall be satisfied that such 
deed of arrangement has been duly entered into and is 
reasonable he shall approve thereof and declare the 
sequestration at an end, and such deed shall be binding 
on all the creditors as if they had acceded thereto, 

In the case in question certain creditors lodged objections 
and these were repelled by the Sheriff Substitute, who 
was prepared to find that the deed of arrangement wus 
reasonable, subject to the bankrupt’s declaration that 
his State of Affairs was correct. The dissenting 
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creditors appealed on the d that no inquiry was 
made as to the manner in which a trading loss of £14,000 
came to be incurred. 

The Court of Session allowed the appeal and remitted 
the case back to the Sheriff-Substitute, holding that he 
must decide, upon consideration of all necessary informa- 
tion, that the deed was reasonable, and also that he was not 
entitled to proceed upon the view that the deed must be 
approved unless dissenting creditors relevantly averred 
and proved grounds for holding that it was unreasonable. 


RNotes on Legal Cases. 


[The abbreviations at the end of each of the cases reter 
to the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g., (1925) 2 K.B. :— 

T.L.R., Times Law Reports ; The Times, The Times 
Newspaper ; L.J., Law Journal ; L.J.N., Law Journal 
Newspaper ; L.T., Law Times; L.T.N., Law Times 
Newspaper ; S.J., Solicitors’ Journal ; \W.N., Weekly 
Notes ; S.C., Session Cases (Scotland) ; S.L.T., Scots 
Law Times ; 1.L.T., Irish Law Times ; J.P., Justice of 
the Peace (England) ; L.G.R., Knight’s Local Govern- 
ment Reports ; B. & C.R., Bankruptcy and Company 
Cases ; All E.R., All England Reports. 
The other abbreviations used in modern reports are H.L., 
House of Lords ; A.C., Appeal Court (House of Lords and 
Privy Council); C.A., Court of Appeal ; Ch., Chancery 
Division ; K.B., King’s Bench Division; P., Probate, 
Divorce and Admiralty Division; C.S., Court of Session 
(Scotland) ; J., Mr. Justice (King’s Bench or Chancery) ; 
L.J., Lord Justice; L.C., Lord Chancellor; M.R., Master 
of the Rolls; N.I., Northern Ireland. 


COMPANY LAW. 


In Re White Star Line, Limited. 
Call on Shares by Another Company. 

A discharge by accord and satisfaction of the specialty 
debt resulting from a call on shares by a company is 
subject to the qualification that the consideration given 
amounts to payment in full of money’s worth. The 
consideration must not be colourable or illusory. 

The Court of Appeal held that where the R. Company 
purported to satisfy a call on the shares of W Company 
by the issue of deferred creditors’ certificates which, on 
the evidence, were always worth less than their nominal 
value, the R Company was not entitled to a dividend 
in the winding-up of the W Company in respect of a 
contract debt until the amount of the calls was paid 
in full. 

(C.A.; (1938) 54 T.L.R., 437.) 


EXECUTORSHIP LAW AND TRUSTS. 


Goldie v. Adam and Others. 
Revocation of Will. 

A testator’s last codicil, dated August, 1938, contained 
the words: ‘ This is a fourth codicil to the last will and 
testament of me . . . which will bears date June 9th, 
1929. In all other respects I confirm my said will.” 
The testator had in fact executed a will on September 11th, 
1932, which revoked the will of 1929 and the first three 
codicils. 

It was held that the Court ought to be slow to conclude 
that a will had been revived in any indirect way. There 
was no evidence that the mind of the draftsman—which 
must be treated as that of the testator—of the codicil 
of 1933 was applied to the provisions of the will of 1929 
and the three codicils ; that there was no intention on 
the part of the testator to revive that will and the codicils ; 
and that the words of the codicil of 1983 did not show 
an intention to revive that will of 1929 and the codicils. 

(Ch. ; (1988) 54 T.L.R., 422.) 


In re Cox ; Public Trustee v. Eve. 
Valuation of Annuities. 

Where, in the administration of the estate of a testator 
under whose will legacies, and then annuities, were 
given in priority to payments out of residue, the estate, 
after payment of legacies, proved insufficient to enable 
a sum to be set apart to meet the payment of the annuities 
in full, but was estimated to be sufficient to pay the 
actuarial value of the annuities in full, leaving residue. 

It was held that the proper course was to value the 
annuities and to pay the value so ascertained to the 
annuitants. 

(Ch. ; (1938) 54 T.L.R. 527.) 


REVENUE. 


Corbett v. Inland Revenue Commissioners. 
Surtaz. 

A testator died in April, 1934, having devised his 
residuary estate to a daughter for life with remainder to 
her children. The residuary account of the estate was 
made up as at May 7th, 1935, the earliest date possible. 
The sum of £13,600, including a sum of £6,000 actually 
paid to her, was placed to the daughter’s credit before 
that date, and appeared in a balance sheet and income 
account of the estate as at April 5th, 1935. That sum, 
with the appropriate additions for income tax, was grossed 
up to £17,073, and the daughter’s husband was assessed 
to surtax in an amount which included the £17,073. 

It was held by the Court of Appeal, affirming the 
decision of Lawrence (J.) (see Incorporated Accountants’ 
Journal, October, 1937, p. 36) that income accruing 
during the period of administration was the income of the 
executors and not that of the beneficiary ; that neither 
the sum actually paid to the daughter before the com- 
pletion of the administration of the estate, nor the sum 
credited to her by the executors at the completion of the 
administration of tae estate, constituted her income, 
and, therefore, was not her husband’s income for surtax 
purposes ; and that the amount in question was therefore 
wrongly included in the assessment of the husband to 
surtax. 

(C.A. ; (1938) 54 T.L.R. 279.) 


Tyser v. Attorney-General. 
Exemption from Estate Duty. 
Simonds (J.) held that where works of art, passing by 
the will of a testator under which they enjoyed in specie 
and until sale exemption from estate duty, are sub- 
sequently sold, the proceeds of sale on which estate duty 
is charged are the net proceeds after payment of all the 
expenses of the sale. 
(Ch. ; (1938) 54 T.L.R., 481.) 


Paton v. Inland Revenue Commissioners. 
Interest Charges. 

F., having borrowed a sum of money from a bank, 
the latter, in accordance with customary banking practice, 
debited F’s account at the close of each half-year with the 
interest accrued and carried forward the accumulated 
sum—the original sum borrowed plus the interest—to 
the next half-year, at the close of which his account 
was debited with interest on the sum so carried forward. 
He maintained that in the year of assessment he had 
thereby paid interest to the bank, without deduction of 
tax, on the bank’s advances to him, that as he had paid 
in that year income tax on a certain sum he claimed 
that the interest had to the extent of that sum been paid 
out of profits or gains brought into charge to tax and 
that he was accordingly entitled to repayment of tax 
on that sum under sect. 36 (1) of the Income Tax Act, 1918. 

It was held by the House of Lords, affirming the 
decision of the Court of Appeal (sub nom. Fenton's Trustee 
v. Inland Revenue Commissioners, Incorporated Account- 
ants’ Journal, May, 1936, p. 294), that to warrant repay- 
ment of tax under sect. 36 (1), there must have been 8 
real and not a mere notional payment of interest, and as 
by what in fact took place there had been no real payment 
of interest the claim failed. 

(H.L.; (1938) W.N., 102.) 
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